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WEDNESDAY, MARCH 28, 1956 


House or REPRESENTATIVES, 
SuscommiTresE No. 5 on Distrisution PRoBLEMs, 
OF THE SELECT CommITTEE To Conpuct a Stupy 
AND INVESTIGATION OF THE PROBLEMS OF SMALL BusINEss, 
Washington, D. C. 

The subcommittee met, pursuant to call, at 9:15 a. m., in room 362, 
House Office Building, Washington, D. C., Hon. James Roosevelt 
(chairman of the subcommittee) presiding. 

Present: Representatives Roosevelt (presiding) and Steed. 

Also present: George L. Arnold, subcommittee counsel, Irvin 
Maness, Katherine C. Blackburn and Clarence D. Everett, sta 
members; Victor P. Dalmas, assistant to minority members; Ralph M. 
Carson, counsel, United Fruit Co. 

Mr. RoosgEvgett. The committee will come to order, please. 

The Chair will read a short statement first for the record. 

Subcommittee No. 5 of the House Small Business Committee, con- 
sisting of Hon. Tom Steed, Hon. Timothy P. Sheehan as members, 
and myself as chairman, has been authorized by the full committee 
to investigate and study distribution problems affecting small business. 

In this study we have particularly been concerned with the prob- 
lems of small distributors or dealers when they are dependent upon 
large, integrated suppliers. We have received numerous complaints 
from many industries that under such circumstances the large supplier 
exploits and often destroys its so-called independent distributors in 
furtheraace of maintaining or creating alleged monopoly advantages 
for the supplier. 

We have found, for instance in the petroleum industry, indications 
that one purpose behind the control of oil companies over their short- 
term lessee gasoline dealers, is to afford a buffer against competition 
on the wholesale level so that the wholesale price structure of gasoline 
will not be disturbed by the forces of supply and demand. 

We have also found that the large supplier often exercises control 
over his distributors for the purpose of gaining alleged monopoly 
profits through exclusive dealings and tie-in arrangements. 

Finally, we have found that in many of these situations the small- 
business man who is a distributor or a dealer is not receiving effective 
relief under our antitrust laws. 

The purpose of these hearings is to find out whether these and 
similar problems exist in the distribution field of the banana industry. 
As has been our procedure in previous hearings of Subcommittee No. 5, 
we will first hear the complaints or allegations of the small-business 
men involved, in this instance the banana jobbers. [t is estimated 
that there are approximately 5,000 such small-business jobbers in the 
banana industry. 

Second, we will hear from officers of the Fruit Dispatch Co., the 
distribution subsidiary of the United Fruit Co. 

Third, Judge Stanley N. Barnes of the Antitrust Division of the 
Department of Justice has accepted the committee’s invitation to 
Li 1 
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appear and discuss in general both the advantages and dangers of 
antitrust consent decrees to small business, and in particular the 
manner or extent to which the interests of banana jobbers have been 
considered by the Department in relation to its antitrust action against 
United Fruit Co., and to the negotiations carried on between the 
Government and United Fruit looking toward a consent decree in that 
particular case. 

One of the main purposes in the hearings heretofore held by Sub- 
committee No. 5 has been to provide a forum for small business in 
which it may put its grievances upon the record for consideration 
not only by Congress but, of course, also by the public. In this 
respect the House Small Business Committee is both a sounding 
board and a safety valve for small business. 

It is with real concern, therefore, that I must announce that the 
State Department has requested that these present hearings be veiled 
in secrecy. The explanation given by the State Department is that 
if the complaints of the American small-business men in the banana 
industry are heard in open session that the position of the United 
Fruit Co. in Latin America may be weakened, and American inter- 
national relations thereby harmed. The request of the State Depart- 
ment in the form of a letter dated March 27, 1956, is as follows: 

This is to confirm our telephone conversation of last evening that it is the opin- 
ion of the Department of State, and particularly the Bureau of Inter-American 
Affairs, that it is in the interest of the United States Government that the forth- 
coming hearings on bananas, scheduled by your committee on March 28, be held 
in executive session at least initially. 

This opinion is based on the belief that distorted or sensational reporting of 
these hearings in the Latin American press might reflect unfavorably on a large 
American company having extensive operations in the area, and might easily 


be used by the Communists for propaganda purposes to damage the prestige of 
the United States. 


Therefore, the Department believes the facts of the matter should first be 
examined in executive session in order to ascertain whether or not it would be 
prejudicial to United States interests to pursue the investigation in public. 

Sincerely yours, 
Rogpert C. Hi, 
Assistant Secretary of State. 

It is hard for me as chairman of this subcommittee, to believe that 
upon that balance the harm done to our international relations b 
holding open hearings is greater than the harm we might do to small 
business and the American public by holding secret hearings. 

However, I do not feel that I can properly refuse, at this time, the 
request of the State Department, and the members of the subcom- 
mittee are in agreement with me. These hearings, therefore, will be 
held in executive session. 

I want to make it clear the session at which Judge Barnes will be 
present will be an open session. J want to make that clear. 

The transcript will then be given to the State Department with a 
request that they indicate that part of the testimony which they 
believe would harm international relations and which they would 
like to have censored. The subcommittee will then determine, in 
the exercise of its own judgment, whether the testimony should be 
publicly released in whole or in part. 


1 Hon. James Roosevelt, chairman, subcommittee No. 5, advised the committee in a memorandum on 
March 29, 1956, of the following: This is to advise you that the State Department has informed me that they 
have read the transcript of the hearings held yesterday (March 28, 1956) on the banana industry and that 
there was nothing therein objectionable to the State ens, This memorandum is therefore to serve 
as my instruction and your authorization to release publicly 
for the hearings held on March 28, 1956, 


in full the transcript of subcominittee No. 5 
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I hope that the press will cooperate with the subcommittee in 
seeing that the small-business men involved are not unnecessarily 
penalized because of this somewhat unusual procedure. I am hopeful 
that the State Department will allow the greater part or all of the 
testimony to be made public, and that the press will consider it 
important enough so that the complaints of small-business men in 
the rr industry are brought to the attention of the American 
people. 

Therefore, for those reasons and under those conditions, the com- 
mittee will now go into executive session. And I will ask that all 
persons present in the room, who are not either members of the 
complaining group who are here this morning, or the representatives 
of the Fruit Dispatch Co., kindly withdraw at this time. And, of 
course, for the afternoon session, you are all welcome to come back. 

And if any of you, for reason of the size of the room, would care to 
come up here—I think we have enough chairs to go around—I believe 
it would be easier to hold an executive session at closer range for those 
of you who are interested in hearing the proceedings. 

Mr. Roosrve.t. The committee will please be in order. 

The first witness this morning will be Mr. Cos Masters, president 
of the Metropolitan Banana Jobbers Association of New York. 

Will you come forward, please, sir. 

If you would raise your right hand, please, sir, so I can swear you in. 

Do you solemnly swear that the testimony you are about to give 
before this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Masters. I do. 


TESTIMONY OF COS MASTERS, PRESIDENT, THE LONG ISLAND 
BANANA CORP.; PRESIDENT OF THOMAS KALLICHES, INC.; 
AND PRESIDENT, METROPOLITAN BANANA DISTRIBUTORS 
ASSOCIATION, INC.; ACCOMPANIED BY ERNEST LEFF, COUNSEL 


Mr. Roosrvett. Will you proceed in your own way, Mr. Masters, 
and we will be very happy to hear you, sir. 

Mr. Masters. Thank you, sir. 

My name is Cos Masters. I am the president of the Long Island 
Banana Corp., a firm engaged in wholesale banana distribution. I 
am also the president of Thomas Kalliches, Inc., a firm engaged in 
the banana brokerage business. I am also the president of the 
Metropolitan Banana Distributors Association, Inc. This association 
consists of approximately 70 banana wholesalers or jobbers in the 
New York, New Jersey metropolitan area, almost all of whom purchase 
banana supplies from the Fruit Dispatch Co. 

A banana wholesaler or jobber requires special equipment and facili- 
ties to process or ripen green bananas, and prepare them for distribu- 
tion to the retail trade. 

The banana jobber purchases bananas green from the importing 
companies and assumes all customary business risks from this point 
on. This includes the processin ‘ol. the bananas and the cutting, 
packing, and delivery of the retail trade. 

Ordinarily a large jobber must obtain his green banana supplies 
from the United Fruit Co. Since lawsuits against United Fruit be- 
gan, it has been possible to supplement supplies from the Standard 

ruit & Steamship Co. 
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The importations of these companies are almost wholly from the 
Central American Republics, Colombia and Ecuador. By a very 
large measure, the United Fruit Co. overshadows the importations of 
the Standard Fruit & Steamship Co. 

A large jobber must deal with United Fruit because no other im- 
porter, ackislions Standard, can offer steady supplies of good quality 
bananas in volume over a long period of time. The United Fruit Co. 
distributes its bananas through its own distributing subsidiary, Fruit 
Dispatch Co. This company operates through 41 branch or sales 
offices in the United States. 

From 1942 until the present date the Fruit Dispatch Co. has dis- 
tributed its bananas by arbitrary allocation. The allocation method 
has held for more than 90 percent of this period. The exceptions 
having occurred since 1950 for periods of short duration when the 
market for bananas was glutted. 

The allocation system works in this manner: 

The branch or sales manager of Fruit Dispatch calls his customers 
on the telephone every Friday and tells his customer that next week 
the Fruit Co. will have X number of ships and from these ships he 
will receive X number of cars of bananas of X variety at X price, 
regardless of the convenience of the customer. 

Although there may be vast differences in the quality of the different 
varieties and grades of bananas the jobber gets no choice but to accept 
the quantity and quality of bananas which the Fruit Dispatch Co. 
decrees at the price established by Fruit Co. Bananas reach the 
consumer via one of two main channels: 

1. Green bananas are purchased from the Fruit Dispatch Co. by 
the banana jobber. The jobber processes green bananas and pre- 
pares ripe bananas for retail distribution, to the independent retailer, 
the small local chain and the subjobber. Ordinarily, a small percent- 
age of the jobber’s distribution goes to the national and regional chain 
groups. 

Where I mention that he purchases green bananas, and he prepares 
them for retail distribution, I will digress for a moment. ‘This here 
is the way in which the bananas are purchased green. In that fashion. 
And the finished product that we have to finally turn out, that in the 
box is the finished product. 

We have to take that green bunch of bananas and process it, cut 
them from the stem, grade them, and repack it, and in that way for 
delivery to the retail trade. That is the function which the banana 
jobber performs. 

Mr. Stzerp. Pardon me. How much time is ordinarily involved in 
the ripening process after the jobber takes possession of the banana? 

fr. Mastrers. The ripening process can be accelerated or retarded 
for the period of 4 to 12 days. 

2. Green bananas are purchased from the Fruit Dispatch Co. by 
the national and regional chain groups, who process and prepare the 
bananas for their own retail outlets. 

What is a banana? Bananas are a tropical fruit. They are 
received green and in an inedible state. As in other agricultural 
commodities, there are many varieties, quality variations between 
varieties and quality variations within a variety. 

The Fruit Dispatch Co. ignores variety Silicivced in the pricing 
policy and usually sets a price for bananas regardless of acceptability 
of variety. 
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mi, addition, the Fruit Dispatch Co, arbitrarily grades its cargo as 
> uality without regard to standards of quality. Frequently, the 
grading is more responsive to the demand for bananas than to any 
factors of grade or condition and in periods of strong demand jobbers 
Toren, pay top-quality prices for poor-quality supplies. 
RoosEvELt. “Do you accept the grading by the Fruit Dispatch 
Co. whan you in turn redistribute? Or, in other words, if they have 
given a quality to a certain banana, does that remain with it after your 
processing, or do you regrade it? 

Mr. Mastsgrs. No, we have to regrade them. 

Mr. Roossve.t., You regrade them? 

Mr. Masters. Yes, sir. 

Mr. Roossevest. Thank you. 

Mr. Masters. The Fruit Dispatch grading system is carried on 
this way: 

United Fruit Co. bananas are graded by inspectors employed by 
the Fruit Dispatch Co. These inspectors are under the complete 
direction and control of the Fruit Dispatch Co. 

They grade bananas which rapidly pass them on conveyors in plastic 
covers so that the contents are almost impossible to see. 

Moreover, the buyers are not permitted to inspect the bananas 
before purchase, either themselves, via a broker, or an agent. No 
buyer or purchaser of their bananas is ever permitted on their pier 
for the purpose of examination or inspection of the bananas although 
Fruit Dispatch makes all sales at seaboard. 

Mr. ARNOLD. Is that by customer of the trade or by any contractual 
provisions? 

Mr. Masters. There is no contractual provision that I know of. 

Mr. Arno.p. Very well. 

Mr. Roosevett. You may proceed. 

Mr. Masters. This means that jobbers must purchase bananas 
under an impossible system of inspection, with no standards, and 
we no opportunity to even see the bananas until they arrive at their 
plants. 

There are three main grades employed by importers: (1) First class* 
(2) Specials; (3) Turnings. 

In the New York metropolitan area the independent jobber is 
forced by Fruit Dispatch to accept part of his supplies in the less 
desirable grades—Specials and Turnings—at price differentials from 
50 cents to $1.50 per 100 pounds. 

These differentials do not reflect the true market difference in the 
bananas and are uneconomical to handle as compared to first qualit 
bananas. At the same time the large chains whom we compete with 
are not required to take any Specials or Turnings but receive only 
first-class fruit. 

In addition, jobbers are told what they may have of each variety 
of bananas with the less desirable varieties costing the same as the 
more desirable varieties. 

Mr. Arnotp. When you say they are forced to take these less 
desirable, forced in what manner, by refusal to give the good bananas 
ae u take the bad bananas? 

> Mkiewed. You can just take the good ones and pass up the 
canes ‘then you would have very little work with them, which is such 
a limited supply that you could not stay in business, so you take the 
poor ones out of desperation. 
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Mr. Arnoutp. I see. Thank you. 

Mr. Masters. In seeking relief from this situation, the association 
appealed to the Federal Trade Commission early in 1955. The Com- 
mission was sympathetic but felt no action could be assumed in view 
of the Department of Justice case pending against the United Fruit 
Co. Copies of correspondence with the Commission are attached 
hereto as exhibit A. 


(The documents referred to are as follows.) 


Exuisit A 
May 2, 1955. 
In re Metropolitan Banana Distributors Association and importers of bananas 
in the metropolitan area. 
Mr. JoserH L. KLEIN, 
Manager, New York Branch Office, 
Federal Trade Commission, 
Foley Square, New York City. 

Dear Mr. Kuen: In accordance with your suggestion I am submitting here- 
with an outline of the complaints which were presented to you at a conference 
with five representatives of the Metropolitan Banana Distributors Association 
held on April 12, 1955. 

The following is a summary: 

Metropolitan Banana Distributors Association consists of approximately 70 
members all of whom are known and designated as ‘“‘jobbers’’ in the metropolitan 
area and most of whom deal exclusively in the purchase, sale, and distribution 
of bananas to retail trade. 

There are about five importers involved, the largest being United Fruit and 
Standard Fruit Cos. United Fruit acts through its subsidiary Fruit Dispatch 
and imports about 75 to 80 percent of all the bananas consumed in this country. 

There are two categories of purchasers, namely, the jobbers and chain stores. 
Jobbers do not in the strict sense place their orders with the importers but the 
importer at regular intervals determines the quantity as well as the quality to be 
delivered to the jobber. The representative of the importer telephones the 
jobber and tells him the amount of merchandise he can have. In the selection 
of the quality, the importer uses a “‘selector’’ or “‘inspector’’ under its absolute 
direction and control. The jobber has nothing to say and must accept the fruit 
as graded by the importer, regardless of how arbitrary the selection may be. 
When the merchandise is purchased, it is placed on trucks for delivery to the 
jobber and in 90 percent of the instances, the jobber is compelied to accept the 
truckman designated and cannot use his own trucks for carting the merchandise 
from the pier to the jobber’s place of business. 

In addition to the cost price of the merchandise, the importer imposes a wharfage 
charge of 10 cents per hundredweight, 20 cents per hundredweight for bagging, and 
2 cents per stem for stringing. Bagging and stringing are chiefly in the interests 
of the importer. In addition, bags and strings are calculated in the total weight 
charged against the purchases. The jobber has no alternative but to accept the 
fruit with these charges for if he should refuse he would get no merchandise at all. 
The merchandise itself is divided into the following categories: select, special, 
turnings, and ripes. Select fruit is ord to be of the finest quality. The 
present market price charged by Fruit Dispateh for select is $7.50 per hundred- 
weight while the present price for the inferior fruit is $6.50 per hundredweight. 

We believe, as was presented to you in detail, there are serious abuses and 
practices by the importers which come under the jurisdiction of the Federal Trade 
Commission. The situation has become so intolerable that something should be 
done to correct it since it is a condition which ultimately affects the consuming 
public as well as the jobbers. 

It frequently occurs that the merchandise delivered, charged, and paid for is 
of a quality inferior to that represented by the importer; nevertheless the jobber 
is compelled to take the merchandise and pay the top price otherwise he gets no 
merchandise at all. 

It has been the constant practice of the importer to compel the jobber to take 
the inferior fruit regardless of the certain soeetcos loss 2 will sustain. The 
sales are generally in the nature of tie-in sales he jobber has no alternative, if 


he wishes to stay in business, but to suecumb to the directives and policy of the 
importers. Even though the jobber has no use for inferior fruit and the importer 


| 
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as well as the jobber knows that the latter will suffer a loss on the sale of such 
fruit, if the jobber refuses to take the same he will be cut off entirely and there- 
fore, have no source of supply, This practice is imposed on the jobbers alone— 
not on the chain stores. he chain store is permitted to purchase only the select 
fruit or the best quality grade of bananas. Moreover jobbers who have pur- 
chased out of necessity from a small importer are ponaliaed by the larger importer 
for making their purchases elsewhere. The nature of the en is to sell a lesser 
quantity to the jobber and deny him his usual quota. ery often the fruit de- 
livered to the jobbers is below and not up to the grade or standards fixed by the 
company itself or not in accordance with the accepted standards in the trade. It 
often happens that the condition of the fruit delivered is very poor in that it may 
be triisod, searred etc. When complaints are made by the jobbers on the condi- - 
tion of the fruit these complaints are generally ignored; in fact, in most instances 
the importer does not even make an investigation to determine the loss to the 
jobber and the merits of his claim. 

Whenever there is a tight market or a shortage in supply the quantity made 
available to the jobbers in the metropolitan area is not proportionate to the supply 
on hand but is diminished out of all proportion. In addition, the chainstores are 
treated differently under such circumstances for, instead of their supply being 
diminished in the same proportion as the jobbers, their orders are filled to capacity 
and in many instances they are given a greater percentage of the fruit available 
than they would receive when there is an adequate supply for all types of buyers. 
This also results in compelling the jobber to take inferior fruit at a higher price 
or the alternative of getting no merchandise at all. 

You requested that documentary proof be submitted with this statement. 
The records of the company as well as the jobbers is the best proof available. 
However, I enclose standard form of sales contract, copies of letters dated March 
30, 1954, February 11, 1955, and March 7, 1955, which may be of some use to you. 

We would appreciate it very much if you would follow this matter up at your 
earliest convenience and if you wish any further information, please advise me, as 
the members of the trade will be ready and willing to cooperate fully. 

Thanking you for your courtesies, I am, 

Very truly yours, 


ANDREW F. Zazza.t. 





FEDERAL TRADE COMMISSION, 


Washington, May 20, 1955. 
Anprew F. Zazzaut, Esq., 


Newark, N. J. 


Dear Mr. Zazzaui: Your letter of May 2, 1955, addressed to Mr. Joseph L. 
Klein, manager of the New York branch office of the Commission, together with 
other information furnished Mr. Klein by you, has been submitted to this office for 
consideration. It is noted that the information supplied deals primarily with 
alleged unfair and discriminatory practices on the part of United Fruit Co. 

On July 2, 1954, the Antitrust Division, Department of Justice, filed Civil 
Action No. 4560 against United Fruit Co. in the United States District Court for 
the Eastern District of Louisiana. In general, this complaint charges the de- 
fendant, United Fruit Co., with a violation of section 73 of the Wilson Tariff Act 
and sections 1 and 2 of the Sherman Act in connection with the importation, sale, 
and distribution of bananas. The complaint sets forth in detail the nature of the 
offenses charged against the defendant. One paragraph of the prayer for relief 
would require the defendant to offer to sell and to sell to any banana jobber, upon 
such terms and conditions as the court may direct, bananas imported by it into 
the United States. 

It is the joint policy of the Commission and the Department of Justice to pre- 
vent any duplication or overlapping of effort in matters over which the two agen- 
cies may have concurrent jurisdiction. Such a policy is essential for these pur- 
poses and the purpose of preventing the unnecessary expenditure of public funds, 
in view of which it is deemed inadvisable for the Commission to take any action 
with respect to the matter presented by you. However, you may desire to submit 
any information and evidence in your possession respecting the practices of the 
United Fruit Co. to Hon. Stanley x. Barnes, Assistant Attorney General, Depart- 
ment of Justice, Washington 25, D. C. 

Your interest in bringing this matter to the attention of the Commission is 
appreciated. 

Very truly yours, 
SHERMAN R. Hit, 
Chief Project Attorney. 
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Also early in 1955 the jobbers had a conference with the Department 
of Agriculture office in New York. They referred us to Mr. Conklin in 
their Washington office. In May 1955, we had a conference with 
Mr. Conklin in Washington relative to the Department of Agriculture 
setting up standards of grading and inspection for bananas as the 
Department has done for other commodities. 

The Department of Agriculture was also sympathetic to our appeal, 
but stated that they could set up standards of grading and inspection 
only if the buyers and sellers agreed to meet and confer for this purpose. 

he result of the conference with the Department of Agriculture 
was that they would write to the importers regarding this matter. 
A few weeks later they informed us that the importers had declined to 
discuss standards of grading and inspection as it would accomplish 
no useful purpose for the buyers. This incredible story is found in 
letters to the association’s counsel and attached hereto as exhibit B. 
(The documents referred to are as follows.) 


Exursit B 
Apri 20, 1955. 
Mr. E. E. Conk in, 
Chief, Fresh Products Standardization and Inspection Division, 
Department of Agriculture, Washington, D. C. 


Dear Mr. Conxu1n: I represent the Metropolitan Banana Distributors Asso- 
ciation of the city of New York. This association is comprised of jobbers in the 
State of New Jersey and State of New York metropolitan area who purchase 
roughly about 80 percent of the bananas sold and consumed in the area. 

A rough estimate of bananas imported and sold in this country is 50 million 
stems annually. More accurate figures, I believe, are available in the United 
States Department of Commerce. However, I think you can easily visualize the 
tremendous consumption of bananas in this country and that the business is of 
sufficient magnitude to warrant some standardization of the fruit such as is done 
by your Department on oranges, pears, avocados, and miscellaneous other 
fruits. 

Sales abuses and practices which I believe to be contrary to the interests of 
the consuming public as well as the jobbers and-distributors have been practiced 
throughout the years, but more so in recent years, by the importers who grade 
and standardize the fruit by selectors or inspectors entirely under the control 
of the importers. The fruit is graded as follows: Select, special, turnings, and 
ripes. 

However, the jobber never knows the condition of the fruit until delivery to 
his place of business and he is compelled to accept the grading put on the mer- 
chandise by the company’s selector. Regardless of the quality of the fruit, the 
jobber is compelled to accept it and pay the price, even though the same may 
not be what it was represented to be at the time of sale to the jobber. The 
jobber has no means of examining the fruit before purchase. 

We understand that some time ago your Department was considering promul- 

ating standards for bananas. Has there been any progress made by your 
eocthenies in fixing standards or has the idea been abandoned? 

We believe that standardization of bananas by your Department would be to 
the ultimate benefit of the consumer, and the need for standards was never 
more urgent than at the present time. Conditions in this industry have reached 
such a point that we must invoke the aid of appropriate agencies for the protec- 
tion of the distributors and jobbers as well as the consuming public. 

We would like very much to have a conference with you for the purpose of 
discussing these matters in more detail. I would appreciate an early reply. 

Verv truly yours, 
ANDREW F. Zazzaut, 
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DEPARTMENT OF AGRICULTURE, 
AGRICULTURAL MARKETING SERVICE, 
Washington, D. C., July 21, 1956. 
Mr. ANDREW F. Zazzaul, 
Newark, N. J. 


Dear Mr. Zazzaui: We have now received the reaction of the major importers 
regarding the proposed issuance of United States standards for bananas. 

We are informed by the importers that they do not believe such standards 
would benefit the buyers and sellers. Also, we are told that the importers would 
not be interested in adopting such standards or in using Government inspection 


in their operations. The point was made that variations due to differences in - 


varieties, growing conditions, ete., would make it extremely difficult to formulate 
uniform grade standards. Another point was that the method and speed of un- 
loading the boats directly into the railroad cars could not be adapted to an inspec- 
tion procedure without a significant reduction in efficiency. 

Under these circumstances, we would not be justified in undertaking the de- 
velopment of these standards because the support and cooperation of both im- 
a tees and buyers are needed in order to obtain data on quality factors and to 

ave reasonable assurance of their voluntary use. 
Sincerely yours, 
G. R. GRANGE, 
Deputy Director, Fruit and Vegetable Division. 


The Department of Agriculture accepted this story from the 
banana monopoly although they have established standards of quality 
for apples, pears, citrus fruits, and a host of other perishable com- 
modities. 

The reason that the banana monopoly could make this story stick 
is that there are thousands of producers of apples, pears, ind other 
perishable commodities and standards work to the benefit of sellers 
as well as buyers. 

However, in the banana industry where control of the supply is 
almost wholly in the hands of one producer, only the buyers can 
benefit from a relaxation of monopoly control. And the monopoly 
is therefore reluctant to give up control. 

Mr. Roosrvett. Before you go into that next paragraph, do you 
happen to know by what authority the Department of Agriculture 
does set standards for apples, pears, citrus fruits, et cetera? 

Mr. Masters. No. When I was there we spoke to them primarily, 
a group of men in the Department of iculture, a man by the 
name of Smith was the chairman as I recall, and he told us that the 
history of other regulations, in that Department, came about through 
a mutual consent of both buyers and sellers, wanting to set up the 
standards for a basis of trading. 

Mr. Roostvetr. In other words, it was never indicated to you 
that they did not have the authority to set the standards in the 
banana trade? 

Mr. Lerr. I would not say—— 

Mr. Roosevett. Could you identify 
sare Lerr. I am counsel for Mr. Masters and my name is Ernest 

As I understand the statutes on this problem, the problem of 
standards is solely within the discretion of the Secretary of Agriculture. 
However, after standards have been established, the standards are 
ea under the authority of the Perishable Agricultural Commodity 

ct of 1934. 
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So there is teeth in the law once you get the standards established. 
However, without standards there 1s no teeth in the Perishable Agri- 
cultural Commodity Act as it affects bananas. 

Mr. Roosrvett. However, the Department of Agriculture does 
have the authority to take such action if the Secretary so desires? 

Mr. Lerr. Yes, sir; unquestionably so. 

Mr. Roosevett. Thank you. 

Mr. Masters. Prior to World War II there were two methods of 
sales by the importers: (1) The auction sale; and (2) the private sale. 

In both of these methods, examination of the fruit was permitted. 
However, a buyer was made by Fruit Dispatch to purchase by one 
method only and could not switch from the private sale method to 
auction or vice versa. 

The jobbers in the greater metropolitan area of New York were 
restricted to the auction method and those outside this area to the 
private sale. If the auction market was strong, Fruit Dispatch put 
more into the auction. 

If the private sale market was better, less fruit was offered to the 
auction. The two methods provided a means of manipulating 
supplies. 

Nevertheless, prices were more, in some degree, responsive to con- 
ditions of supply and demand which they are not today. In the post- 
war period Fruit Dispatch adopted a policy of private sale only. In 
this period there has been three main categories of customers; the 
independent jobbers, the large chains, and the Meloripe Fruit Co. 

From time to time, depending on the geographical location of these 
outlets, Fruit Dispatch has chosen to shift and manipulate supplies 
and has saturated these areas so as to hold prices above their true 
market level and out of proportion to supply and demand in all the 
other areas in which Fruit Dispatch sells. 

Mr. Arnouxp. Is the Meloripe an independent or a subsidiary of 
United Fruit Co.? 

Mr. Masters. A subsidiary, or was. 

There are seasonal peaks of demand and supply for bananas. The 
peak demand usually occurs from March 15 to June 30. The periods 
of lowest demand are usually July 15 to September 10, and the months 
of December and January. 

During these periods of slack demand, beginning in 1950 an excess 
of fruit was offered at prices higher than the true market value. The 
independent jobbing trade swallowed this condition out of fear because 
the majority relied on Fruit Dispatch for their supplies. 

In periods of good demand jobbers are told what they are going to 
get and what price they are going to pay. There is no manner in 
which a jobber may compete for supplies and again out of fear they 
accept the conditions that have been laid down for them. 

Over the years there has been additional charges imposed by the 
Fruit Dispatch Co. The earliest of these charges is wharfage. 
Wharfage is a loading charge imposed by Fruit Dispatch Co. on 
jobbers who receive supplies by truck. The charge discriminates in 
favor of jobbers who receive supplies by rail although in each case 
service rendered is the same. Rail receivers pay no loading 
charge. 

Originally the wharfage charge was 5 cents per hundred pounds and 
was later raised to 10 cents per hundred pounds. This is about $20 
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per car. Sometime prior to 1950 a stringing charge of 2 cents per stem 
was imposed by Fruit Dispatch. Strings were put on the stems of 
bananas by the United Fruit Co. for their own convenience in washing 
the fruit in the tropics and in turn they arbitrarily assessed the buyers 
2 cents per string. 

On April 1, 1955, the Fruit Dispatch Co. imposed a bagging charge 
of 20 cents per hundred pounds. This charge was for a plastic cover 
for the stems of bananas. This bag caught up the loose bananas that 
normally fall off in transit and jobbers had to pay for these loosé 
fingers and miscellaneous garbage which the bags collected. The bags 
were weighed with the fruit and the garbage and the loose fingers and 
no deduction was made either for the garbage or the weight of the 
bags. The stringing and bagging charge was rescinded October 1, 
1955, after the Government brought suit. 

Mr. Arnoutp. Which suit was this—which—by the Government, 
was this suit to which you refer? 

Mr. Masters. The one in October. 

Mr. ArNoutp. Yes, October 1. 

Mr. Masters. Well, I think that we complained about it, to the 
Department of Justice at that time, this bagging charge for the 6 
months that it was on. I suppose that had something to do with it 
coming off. 

Mr. Lerr. The action referred to is one begun by the United States 
against United Fruit Co. in New Orleans in July 1954. 

Mr. Arno.p. Very well. 

Mr. Masters. The entire scheme of distribution on the part of 
Fruit Dispatch is to put the independent jobber, particularly in the 
metropolitan area of New York, in a squeeze by the following methods 
which are summarized below for the convenience of the committee. 

1. Allocation of fruit: 

(a) Sale of better varieties and poorer varieties at fixed price with 
no option on choice while jobber takes cost of increased sbrinkage 
and higher proportion of No. 2 bananas for sale to retailers. 

(b) Requirement that jobber take special and/or turnings at un- 
reasonably close differentials in price or lose part of their supplies. 
Specials and turnings impose greater shrinkage and higher operating 
costs and larger sale of No. 2 suppliers at lower prices on jobbers. 
Fruit Dispatch keeps offerings of good bananas so small that a jobber 
cannot operate and stay in business unless he takes spbtinls and 
turnings. 

2. Treatment of large chainstores: 

(a) Allotment to chains by Fruit Dispatch is all first-class fruit 
with no loss of supplies and no requirement to take specials. 

(6) Chains get assured supplies regardless of demand in order to 
hold retail prices down with no loss to themselves because of two 
profit margins while jobbers are frequently cut mercilessly when 
supplies are short. 

(c) Fruit Dispatch sells chains direct and actively seeks their 
business while taking supplies from the jobber trade to establish 
chains in the banana business and causes jobbers the loss of chain 
customers formerly supplied by the jobber trade. 

Just one example of this situation is found in the correspondence 
attached hereto as exhibit C between my company and the Grand 
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Union chain where supplies to the chain by Fruit Dispatch was so 
great that despite the chain’s contrary intention they were compelled 
to stop dealing with my company. 

(The document referred to is as follows:) 


Exursit C 


East Paterson, N. J., May 19, 1962. 
Lone IsLaAND Banana Co., 
Richmond Hill, N. Y. 


Dear Srrs: Beginning this week, we are putting our new banana rooms into 
operation at the Carlstadt warehouse, New Jersey. However, we will only be 
able to supply our stores with a limited amount of bananas. 

We are advising you of this, so that you may anticipate a reduction in the 
requirements of those stores you now serve. We estimate that the stores you now 
serve will be dependent upon you for about one-half of their total requirements. 

We appreciate the service and cooperation you are giving us. 

Very truly yours, 
Tue GRAND Union Co., 
B. W. WINTERS, 
General Manager, Produce Merchandising. 


East Paterson, N. J., June 17, 1952. 
Lone Istanp BANANA Co., 
Richmond Hill, N. Y. 

Dear Sirs: Recently we wrote you concerning our new banana operation in 
Carlstadt, N. J. At that time, we felt that we would be able to give you 50 
percent of your former business in those stores you now serve. It has become 
necessary for us to send additional bananas to the stores in order to move our 
own fruit. This is not good policy, the stores become overloaded and we must 
sustain a loss. 

In view of this, commencing Monday, June 23, we are planning to supply all 
requirements from our own banana rooms, 

We would like to take this opportunity to thank you for your cooperation and 
excellent service rendered over the past years. 

Very truly yours, 
Tue Granp Unron Co., 
B. W. WInTERs, 
General Manager, Produce Merchandising. 


3. Fixed prices on bananas regardless of quality differentials in 
varieties. 

4. Misrepresentation of quality of bananas in the absence of any 
written and enforceable standards of grading and inspection. At- 
tached hereto as exhibit D is an internal memorandum of an employee 
of Fruit Dispatch which clearly shows that bananas sold as first-class 
quality are not always as represented. 

(The document referred to is as follows:) 


Exurpit D 


MEMORANDUM 
New York, March 2, 1954. 
Mr. Joun N. KELtey, 
New York: 


At your request I visited the ripening plant of the Long Island Banana Co. at 
Richmond Hill to inspect Santa Marta fruit from the Antigua—3, which discharged 
Weehawken February 23, and West Coast Guatemala fruit from the Esparta-2 
which discharged Weehawken February 25. All the fruit from both ships had 
had been wrapped in polyethylene tubes. 

The Long Island Banana Co. had purchased five trailerloads of Santa Marta 
fruit and I saw fruit which came from three of these trailers. This fruit was at 
color 44% to 5 when I inspected it on March 1. The fruit was generally free of 
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handling marks and had ripened to the characteristic bright appearance we have 
come to expect from Santa Marta wrapped fruit. There was very little of the 
disfigurement we call blossom-end tea on this fruit. The quality, however, was 
very poor. I would estimate, from the fruit I saw, that only 15 to 20 percent 
could be called good quality while 20 to 30 percent was definitely poor. There 
were nine-hand bunches in this lot that weighed between 40 and 45 pounds, 
The poor quality fruit was extremely shortfingered and of thin grade. Some of 
this fruit was being cut up during my visit and in several 9-hand bunches, the 
first 5 hands had to be packed as “specials’’ because of shortfingeredness, and the 
bottom hands packed either for “‘specials” or as loose fingers because of stem-end 
rot. , 

The Guatemala fruit I saw represented two trailerloads. It was at color 4 to 4% 
at the time of inspection. While the quality of the Guatemala fruit was much 
better than the Santa Marta, the selection again was unsatisfactory. The ap- 
pearance of approximately 15 percent of the West Coast Guatemala fruit was 
marred with heavy organic residue which, upon close inspection, seemed to consist 
of dried latex and blossom-end tea, A fine silt-like film covered much of this fruit. 
In some cases the dust combined with the organic residue to contribute to the 
disfigurement; while on other bunches, although the dust was present, it did not 
seem to have abraded the peel appreciably. All of the Guatemala fruit was very 
poorly washed and Bordeaux residue was very noticeable. There was a good 
deal of the fine friction scratches accentuated by acid rinse present on this fruit 
as well. Even though, as I stated above, the quality of this fruit was better than 
that of the Santa Marta, there was about 5 percent of shortfingered, undergrade 
fruit present among the first class nines I saw. The “specials” from this cargo, 
hanging separately from the ‘“‘first class’’ fruit, represented the extremes of all 
the disfigurements described above. 

Mr. C. Masters was segregating from the first-class fruit those stems most 
severely affected so that the banding operation would not be slowed down. 


Norman 8. Hewirrt. 

5. Fruit Dispatch established an arbitrary system of claims for 
grossly misrepresented bananas. They required jobbers to prove 
actual loss, without normal overhead, before paying any money. 
They also make jobbers wait months and sometimes vears with little 
or no action on claims and then make a unilateral decision as to the 
amount Fruit Dispatch will pay with no recourse to the jobbers if 
the claim settlements are unreasonable as they almost always are. 

6. Attempts by trade committees in meetings with officials of Fruit 
Dispatch to voluntarily end industry abuses have resulted in the 
“brushoff.”” I attach copies of memorandums of one such meeting 
held in January 1955, as exhibit E, 

(The documents referred to are as follows:) 


Exaisit E 
MEMORANDUM 


The following suggestions should be made to the importers for their consider- 
ation for the purpose of helping the trade overcome some of its urgent problems: 

1. The jobbers feel that each of the importers should supply and make available 
to the jobbers in the metropolitan area information showing the approximate 
amount of bananas which are expected each week and what percentage of the 
same will be available for the metropolitan area. 

(a) If it is possible the percentage should be broken down into grade, that is, 
how much of the amount to be made available will consist of select fruit, specials 
or turners. 

2. The metropolitan area should be apportioned a greater quantity than hereto- 
fore of the better grade fruit. ery often the trade is compelled to 
accept the inferior grade putting it at a great competitive disadvantage with chain 
stores. 

3. When complaints are made by the jobbers on the condition of the fruit 
aes these complaints are ignored and when a claim is filed it is usually 
ignored. 
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In most instances the company (importer) does not even make an investi- 
gation to determine the loss to the jobber or the merits of his claim. The jobbers 
request that when a complaint is made the company should make an inspection 
at the place of delivery. If the company has made an investigation of the 
complaint, the purchaser or jobber should be furnished a copy of the report, such 
as is done by the various railroads in similar instances. 

4. The selector for the company (importer) in selecting the fruit renders no 
service whatsoever to the jobber and whatever grading he puts on the fruit as to 
quality and condition is accepted by the importer and the jobber is charged ac- 
cordingly, regardless of the condition of the fruit at time of delivery to the jobber. 
The trade is given no opportunity to select or examine before purchase. It re- 
quests this opportunity. 

5. Whenever there is a tight market or a shortage in supply the quantity made 
available to the jobbers in the metropolitan area is not proportionate to the su 
ply on hand, but is diminished out of all proportion. In addition, the chain 
stores are treated differently under such circumstances for, instead of their sup- 
ply being diminished in the same proportion as the jobbers, their orders are filled 
to capacity and in many instances they are given a greater percentage of the fruit 
available than they would receive when there is an adequate supply for all types 
of buyers. This results in compelling the jobber to take inferior merchandise at 
a higher price or the alternative of getting no merchandise at all. He is placed 
at the mercy of the chain stores. 

The jobbers feel that the differential in price between select fruit and specials 
or select and turners should be much greater than it has been. 

6. Cartage: When there is plenty of fruit available the amount delivered to 
the jobber consists of a full load. When there is a shortage, the truckman in 
delivering to the jobber oftentimes does not deliver a full load but the purchaser 
is compelled to pay the top cartage price regardless of the size of the load. The 
cartage charges were at one time increased and the jobber had nothing to say 
about it. Complaints by the trade to the importers about cartage difficulties 
are disregarded and the answer is given that the importer has nothing to do with 
cartage but in other instances the importers have supported the position or prac- 
tices of the truckmen. We would like the importers to look into the cost feature, 
etc. of cartage and see if better arrangements can be worked out with the trade, 


MEMORANDUM OF MEETING HELD on FEBRUARY 23, 1955 


Those in attendance were Oscar Seif, Herman Seif, Albert Alega, Anthony 
Sorce, Peter Kalichos and Andrew Zazzali. The company was represented by 
Mr. John Werner and Mr. Joseph Roddy. 

The discussion was opened by Mr. Zanzali by stating in general terms the 
purpose of the association and the purpose of the meeting and the condition and 
plight of the industry and the feeling of the jobbers. 

After the general discussion Mr, Werner took up the suggestions which were 
made in a memorandum recommended by a committee of the association. 

Items 1 and 2: On these he gave no definite answer. 

Item 3: He stated the company was working on this and he stated that in the 
future complaints would not be ignored but the company would follow them up. 
However, he did comment it had come to his attention that some jobbers were 
prepared to make a racket out of filing claims. He flatly refused to furnish the 
jobber with a copy of any report made by the company. 

Item 4: On this item he was of the impression that the jobbers themselves 
wanted to do the selecting. This he flatly rejected and said he would prefer to 
recommend the company go back to auction. It was explained to him it was not 
the intention to have every jobber make his own selection but the complaint in 
item 4 really was that since the selector represents the company he at times can 
be very arbitrary in the grading of fruit and the jobber is compelled to accept 
his grading. It was explained to Mr. Werner that perhaps the trade could have 
one or two representatives present for the purpose of serving the trade as a whole. 
Mr. Werner also stated that in Detroit, Chicago, and all the other cities there 
was no such thing as the buyers having their own selectors. He finally said he 
would give this point further thought but for the time being things would have 
to remain as they are. 

Item 5: On this item he gave assurance that the jobber will get the same pro- 
portion in a tight market as he gets in along market. He was not convinced that 
the jobbers were being discriminated against in a tight market but if they are he 
gave assurances it would not happen in the future. There was a considerable dis- 
cussion on this point between Oscar Seif and Mr. Werner. Mr. Werner agreed 
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that the jobbers’ complaint on the differential was justified and he mentioned the 
present spread of $1.50 and he gave assurances that in the future the differential 
would be greater than it has been in the past. 

Item 6: Cartage. Mr. Werner said he would take this up with Pittman. He 
was of the opinion it was very unfair to charge the jobber for full cartage when he 
receives less than aload. He stated the company would make good the difference 
provided that the order called for a full load. If the buyer brought less than a 
load then he thought the buyer should pay the full cartage but in the event the 
buyer wanted a full load, it is not the buyer’s fault that a lesser amount is delivered 
and therefore, the buyer should not be penalized. 


7. Fruit Dispatch refusal to confer with buyers and Department of 
Agriculture on standards, as previously stated. 

You gentlemen after listening to this recital of abuse and arbitrary 
conduct would naturally ask why not take your business to another 
importer? The truth is that there is no escape from the United Fruit 
Co. because: 

1. They import most of the volume of bananas. 

2. Their importations have the most consistent regularity of 
arrivals. 

3. They import the largest percentage of the better quality bananas. 

4. From many of the growing area countries they are the only 
importer. 

Here is an illustrative story of the power of the United Fruit Co. 
over the banana jobber. 

The United Fruit Co. resumed the importation of bananas direct 
to New York in November 1947. Previously they had shipped to 
New York from southern ports via rail. 

At this time the OPA had ceased to function. Bananas were in 

eat demand. Supplies were very short. The Standard Fruit & 
Steamship Co. and R. B. Dixon & Co. resumed direct importations of 
bananas to New York early in 1948. 

Both of these concerns were importing bananas to New York prior 
to World War II, and many of the established banana jobbers traded 
with these two concerns as well as Fruit Dispatch Co. via the auction 
in prewar days. 

When Standard & Dixon resumed operations to New York, in a 
period of acute shortage and great demand the established banana 
jobbers sorely in need of supplies, failed to patronize these importers, 
although the importers were anxious for their business out of fear of 
having their allotment from Fruit Dispatch Co. curtailed or entirely 
eliminated. 

Some of them did step out of line and were curtailed. The power 
and control exercised over the operations of jobbers is clearly evi- 
denced by the minutes of the trade association of most of the banana 
dealers in the metropolitan New York area which are attached hereto 
as exhibit F. 

(The documents referred to are as follows:) 


Exursit F 
May 12, 1943. 

The Banana Dealers Association met in Mr. J. B. Anderson’s office, pier No. 7, 
North River, New York City, on May 12, 1943. 

Mr. Paul Cardinale was the presiding officer, and Herman Seif the recording 
secretary. 

There were 65 members present. 

Mr. Cardinale instructed the secretary to send a copy of the membership 
ae adopted by the board of directors at a meeting held on April 

, 1943. 
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The president suggested that the recommendation made by the board of 
directors at the meeting on April 30, 1943, regarding the dues should be discussed 
further at tue next meeting. 

Ceiling price and black market were discussed. 

A representative of the Fruit Dispatch made a statement saying that if any 
member buys or sells above ceiling price will not receive bananas from the Fruit 
Dispatch whether it be Cubans or Central American fruit. 

Mr. Katz made a motion to adjourn. Mr. Zazzali seconded the motion. 
The motion was carried. 





BANANA DEALERS ASSOCIATION, 
Brooklyn, N. Y., March 28, 1944. 
Dear Memrer: A special meeting has been called for Thursday, March 29, 
1944, at 2 p. m., at pier 7 North River, New York City, at which time all members 
and dealers participating in the receipt of bananas must be present. 
We strongly urge you to cast all business aside and be sure to attend this 
meeting, as it is very vital to the present and future operation of our business. 
In the event that you do not attend this meeting, we can assume that you are 
unwilling to cooperate and comply with the aims and ideas of the organization, 
and drastic steps may have to be taken against you. 
We are hoping to have 100 percent attendance, and we urge you again to make 
it your business to attend this very important meeting. 
Very truly yours, 
Herman Serr, Secretary. 


Marca 29, 1944. 

A special meeting of the Banana Dealers Association was held on Wednesday, 
March 29, 1944, at 2 p. m., pier No. 7, North River, New York City. 

The president, Mr. Cardinale, called the meeting to order and announced 
that the speaker who would explain the purpose of this meeting would be Allan 
Kritz, our attorney. Mr. Kritz was presented by Mr. Cardinale, and after a few 
brief remarks, concerned himself chiefly with the entry into New York City within 
the next week of a cargo of Guadalupe bananas. 

Our attorney explained that under the OPA regulations, all that a banana 
dealer could make on 100 pounds of Guadalupe bananas is approximately 
$1.40 per hundredweight, as compared with $2.50 per hundredweight in the sale 
of Central American bananas. Another aspect that was discussed in connection 
with the purchase of these bananas was the position of the banana dealers with 
the auction. The banana dealers have consistently argued that under present 
conditions they cannot devote their time to buying bananas at auction. In 
addition, it is unreasonable and impractical to impose on a banana dealer a loss of 
approximately $0.40 at auction, so that if the dealers were to buy these Guadalupe 
bananas and be willing to work at $1.40 hundredweight as compared with $2.50 
hundredweight for Central American fruit, it would mean that the organization 
intends to change its attitude toward the sale of bananas at auction. The 
membership were advised that our organization is democratic and we cannot urge 
anybody not to buy Guadalupe bananas. However, after the facts were stated by 
our attorney, it was apparent that the dealers were unanimous in their opinion 
that it was not feasible or practical from a profit standpoint to buy these bananas. 

Mr. Cardinale repeated what our attorney had advised us previously, that 
this organization could not dictate the purchase or distribution of bananas to any 
aa dealer. However, he did want the members to remember that for the 

t 2 years we have managed to make a living and was hopeful that the setup 
would not only continue, but would improve in the future. 

Mr. Kalliches was then introduced by our president and he reiterated what 
the previous speakers had said. He developed the argument how impractical 
and how little there could be gained by buying these bananas. There were 
other discussions from the floor, chiefly concerned with what the previous speakers 
had stated, and accordingly a motion was thereafter made by Mr. Margoulies 
that the organization in the conduct of its business remain in status quo, which, 
after being duly seconded was passed unanimously by the body. 

Meeting adjourned. 
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BANANA DEALERS ASSOCIATION, 
Brooklyn, N. Y. 
Dear MemsBeEr: A meeting will be held on Thursday, June 14, 1945, at 10 
a. m., at pier 7, North River. 
This meeting is being called at the request of Mr. J. B. Anderson, and it is 
important that you attend. 
ailure to attend this meeting will result in serious consequences. 
The subject matter of this meeting is so important, that it cannot be mentioned 
in this notice. 
Please note the time and make sure that you attend promptly. 
Very truly yours, 
Herman Serr, Secretary. 


JuNE 14, 1945. 


A meeting of the Banana Dealers Association was held on Thursday, June 14, 
1945, at pier No. 7, North River, New York City, at 10 a. m. 

There were about 75 members present. 

Mr. Cardinale was the presiding officer. 

Mr. Kritz again stressed the importance of keeping proper books and records. 
He also reported that the cartage situation is being taken care of and expects 
some results in about 2 weeks at the latest. 

Mr. Anderson stated that in the future if any dealer sells green bananas in a 
certain territory it will result in severe consequences on all the dealers in that area. 

Mr. Kalliches made a motion that those members whose premiums are above 
$183 under the terms of the life-insurance policy issued by the Manhattan Life 
Insurance Co., under the plan of this association assign their dividends that 
accrue or that may accrue to the association who shall pro rate these dividends 
amongst the members whose premiums under the terms of the policy are less 
than $183. Mr. Mileti seconded the motion—passed unanimously, 

Meeting adjourned. 


BaNANA DEALERS ASSOCIATION, 
; Brooklyn, N. Y., August 3, 1945. 

Dear Memser: There will be a special meeting of the Banana Dealers Asso- 
ciation on Thursday, August 9, at 10:30 a. m., at the offices of the Fruit Dispatch 
Co., pier 7, North River, New York City. 
» This meeting has been called in accordance with the request of Mr. J. B. 
Anderson. 

It appears that the New York area will not receive any more bananas unless 
certain irregularities are ironed out at the meeting. It is, therefore, important 


that you attend this meeting if you are interested in getting any future supplies 
of bananas. 


Very truly yours, 
HerMan Serr, Secretary. 


NovEMBER 16, 1945. 
A meeting of the Banana Dealers Association was held on Friday, November 
16, 1945, at 2 p. m., at pier No. 7, North River, New York City. 
r. Cardinale was the presiding officer. There were 68 members present. 

Mr. Kritz took the floor and stated that he hoped that the ceiling price of ba- 
nanas will soon be removed. He advised that when the time comes we will be 
properly represented. 

Mr. Anderson ‘informed us that if and when the ceiling price does come off, 
the importers will not raise their price. In return he wants the assurance from 
each dealer that he will not raise the price to the retailer. He also stated that 
if the dealers do not comply with this request he will be forced to impose severe 
penalties. He also warned the jobbers that if they do not comply with his wishes 
the company will have to use a different school of thought, namely, by raising 
the price which eventually will cause a letdown in sales, and the result will be 
the loss of the goodwill of the company which inevitably will force a dealer out 
of business. The dealers agreed to cooperate with Mr. Anderson. 

Ben Cohen made a motion to have committees appointed to represent the 
association at the National League Convention in Philadelphia, and the United 
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Fruit and Vegetable League Convention in Chicago, and that not more than 
four representatives excluding our attorney should attend either convention. 
These committees should be appointed by the board of directors, The expenses 
for these trips to be sustained by the association. Seconded by Meyer Katz 
and passed unanimously. 

Oscar Seif made a motion that the president should appoint a committee to 
obtain full details for running an affair in the early part of 1946. Seconded by 
Ben Cohen and passed unanimously. 

Meeting adjourned. 





BANANA DEALERS ASSOCIATION, 
Brooklyn, N. Y., December 21, 1945. 
Dear MemsBer: The election meeting of the association will be held at pier 7, 
North River, on Friday, December 28, 1945, at av: m. 
Your officers and committees will be elected and urgent business will be trans- 
acted for the following year. 
The absence of any member will not be excused and severe penalties will be 
imposed on any member who fails to attend. 
You must attend. 
Very truly yours, 
HERMAN Serr, Secretary. 


Juty 2, 1946. 

A meeting of the board of directors was held on Tuesday, July 2, 1946, at 2 
p. m., at pier No. 7, North River, New York City. 

Mr. Cardinale was the presiding officer. 

Mr. Anderson stated that the prices of the Fruit Dispatch Co. will remain the 
same. Therefore, he expects and urges the jobbers to maintain the present 
prices. He said that if any retailer steps out of line he expects the jobber to 
refuse to sell him any more merchandise. He also said that if the jobbers do not 
comply, the company may decide to put bananas back on auction—thereby 
raising the price and ruining whatever we have built up in the past. 

Mr. Kritz stated that if the jobbers or retailers raise their prices, we would 
all jeopardize our position. Therefore, it is up to the jobber to maintain the 
present prices so that we could protect ourselves and consumers. 

It has been agreed by the board that they would do everything in their power 
to hold the line of each and every jobber and also make sure that the retailer does 
not raise his prices. It has also been agreed by the board that if any retailer 
em his price he will be refused merchandise not from one jobber but from every 
jobber. 

Meeting adjourned. 


Avoust 6, 1946. 

A meeting of the Banana Dealers Association was held on Tuesday, August 6, 
1946, at 2 p. m., at pier Number 7, North River, New York City. 

There were 60 members present. 

Mr. Cardinale was the presiding officer. 

Mr. Anderson stated that during the time the OPA was out he was pleased to 
find that most of the dealers had complied with his requests in not raising their 
prices. 

Mr. Kritz urged the dealers to please keep their books and records in good order. 
He also tried to impress upon the jobbers the importance of selling their mer- 
chandise at ceiling price. He said that at the most we have only a year to go and 
does not wish any of the jobbers to become involved with the OPA. 

Meeting adjourned. 


BANANA DeEaterRs AssocraTION oF New York-New Jersey, 
Brooklyn, N. Y., September 4, 1946. 
Dear Memprer: A special meeting of the Banana Dealers Association will 
be held on Friday, September 6, 1946, at 10:30 a. m. sharp, at pier No. 7, North 
River, New York City. 
Mr. J. B. Anderson has instructed me to advise you that you must be present at 
this meeting. No jobber will be excused. 
Very truly yours, 


Herman Serr, Secretary. 
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OctroBer 31, 1946. 

A meeting of the board of directors was held on Thursday, October 31, 1946, 
at 12 noon, at pier No. 7, North River, New York City. 

Mr. Cardinale was the presiding officer. 

Mr. Kritz reported that the future policy of the Fruit Dispatch will be to 
continue doing business along the present lines. They are perfectly satisfied 
to continue as is providing the dealers promise not to step out of line. (By that 
they mean they will increase their price Sperommnedaly 50 cents to $1 per 100 
ed and in turn the dealers should not charge more than 10 cents per pound.) 

f the dealers do not comply there may be two other alternatives: 
1. They may raise their price, or 
2. They may want to go back to auction. 

The board agreed to cooperate, and suggested that recommendations to the 
membership be presented at the following meeting. 

Mr. Kritz also stated that any retailer who receives his fruit at the price stated 
and then proceeds to charge more than 15 cents per pound should be reported 
to the board at once. His supply should be immediately stopped by the jobber 
and every othér jobber of our Association. If and when the retailer agrees to 
comply he will then be reinstated and receive his normal supply. 

r. Kritz suggested that we should meet at least once a month to find out how 
we are progressing with this plan. 

Meeting adjourned. 





BANANA DEALERS AssocrATION, NEw YorK-NEw JERSEY, 
Brooklyn, N. Y., November 30, 1946. 

DearR MemsBer: A meeting of the Banana Dealers Association will be held 
on Wednesday, December 4, 1946, at 10 a. m. sharp at pier No. 7 North River, 
New York City. 

Mr. J. B. Anderson has asked me to advise you that it is of utmost importance 
that you attend. Many things have come up which makes it imperative that we 
have 100 percent attendance. 

Election of officers will be held. 

Do not fail to attend. 

Very truly yours, 
Herman Serr, Secretary. 


Marca 11, 1947. 

A meeting of the Banana Dealers Association was held on Tuesday, March 11, 
1947, at pier No. 7, North River, New York City, at 2 p. m. 

Mr. Cardinale was the presiding officer. 

There were 75 members present. 

Mr. Katz made a motion that the annual dinner for the installation of officers 
should be held sometime in May. Seconded by Mr. Anguello; passed unanimously. 

Mr. Kritz stressed the importance of attending all the meetings. 

Mr. Kritz gave the annual report of the Fruit Dispatch Co., stating that they 
have maintained their prices for the past 4 years, although they could have 
increased them considerably. He further stated that most dealers have main- 
tained the price of 10 cents per pound on the stem, but found a small part that 
have been chiseling, by selling much above, thereby forcing the retailer to charge 
more. He urged that we have 100 percent cooperation and keep our price at 
10 cents eye oom on the stem and 11 cents per pound cut. 

Meeting adjourned. 


Aprit 1, 1947. 


A meeting of the board of directors was held on Tuesday, April 1, 1947, at 
pier No. 7, North River, New York City, at 11 a. m. 

Mr. Zazzali was the presiding officer. 

There were 14 members present. 

Mr. Zazzali expressed his and the entire board’s regret on the loss of Louis 
Banner, father of Gus and Pete Banner, and Sam Schermer, father of Harry 
Schermer. 

Mr. Anderson again stressed the importance of selling the fruit at 10 cents 


per pound on the stem, and 11 cents per pound cut. He urged the dealers to 
cooperate. 
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It has been agreed by the board that in order for the dealers to comply with 
Mr. Anderson’s request, a meeting of the dealers in each market should be held 
to form a set plan. 

Mr. Zazzali appointed Mr. Cos Masters and Mr. Sal Traina to make arrange- 
ments for the installation dinner. 

The board recommended that the dividends due on the life-insurance policies 
should be left with the insurance company and accrue on each individual contract. 

Meeting adjourned. 


Apri. 15, 1947. 

A meeting of the board of directors was held on Tuesday, April 15, 1947, at 
pier No. 7, North River, New York City, at 2 p. m. 

Mr. Cardinale was the presiding officer, 

Mr. Masters and Mr. Traina gave their report on the installation dinner. 
They advised the board that they negotiated with the Waldorf-Astoria Hotel 
and found that it would cost approximately $20 per person. 

The board agreed on the Waldorf and instructed the committee to make all 
the necessary arrangements, 

The reports on the meetings held in the different markets were discussed and 
in all cases the dealers promised to comply with Mr. Anderson’s request of selling 
their fruit at 10 cents per pound on the stem and 11 cents per pound cut. They 
also promised not to sell their fruit while green. They all agreed to have another 
meeting in about a month from this date to see what results have come from their 
previous meetings. 

Meeting adjourned. 


AprIL 29, 1947. 

A meeting of the Banana Dealers Association was held on Tuesday, April 29, 
1947, at pier No. 7, North River, New York City, at 2 p. m. 

Mr. Cardinale was the presiding officer. 

There were 60 members present. 

Mr. Krauss made a motion that the Manhattan Life Insurance Co. be author- 
ized to accumulate the dividends on each life policy carried by the members of this 
association. Seconded by Mr. Katz; passed unanimously. 

Mr. Sol Traina gave a report of the reservations for the installation dinner to 
be held at the Waldorf-Astoria Hotel on May 21, 1947, advising that liquors will 
be served in the reception room before dinner and that each table will be served 
one bottle of scotch and one bottle of rye. 
ss Mr. Anderson again reminded thédealers the importance of keeping their prices 

own. 

Mr. Kritz stated that if anyone knows of any dealer stepping out of line to 
please notify him or Mr. Cardinale. If the dealer does not comply after one warn- 
ing from either one of them his name will be given to Mr. Anderson, thereby 
suffering the consequences. 

Mr. I. Mouldven was accepted for membership. 

Meeting adjourned. 


Mr. Roosevett. Mr. Masters, at that point, can you give me a 
rough idea of the percentages being delivered in New York at that 
time by those three different companies? In other words, did United 
Fruit deliver 60 percent, 70 percent, and the other 2 divide the 
remainder, or about what was the percentage? 

Mr. Masters. The other two importers? 

Mr. Rooseve.t. Yes. 

Mr. Masters. I will. In 1947, of course, it was primarily all 
Fruit Dispatch, with very little other fruit coming in. In 1948, when 
the Standard and Dixon resumed operations back to New York, if my 
memory serves me right, they came in with one small cargo a week as 
against the Fruit Co. having four; so the percentage would be Fruit 
Dispatch, 85 percent or better. 

Mr. Roosevett. In other words, you see what I am trying to 
establish. 
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Mr. Masters. Yes. 

Mr. Roosrevett. You have said here that the jobbers failed to 
patronize the other importers. 

Mr. Masters. They did. 

Mr. Roosrvett. And I am trying to establish in my own mind 
whether that was a justified or reasonable action on their part, and so 
it would depend somewhat on whether the amount of supplies available 
to them were consistent in its source, and whether they were sufficient 
in number, so that was a mistake, or whether it was a thing which 
would be justified by the uncertainties of the situation. 

Mr. Masters. At best, the other importers can be used as a supple- 
ment to United Fruit supplies and not as an alternative. Other 
importers do not have regular arrivals to supplies, nor do they have 
oe consistency of good quality bananas that are available to United 

ruit. 

Furthermore, United Fruit can at any time, by manipulating its 
importations, cause other importers to retract or even cease operations, 

t is really difficult to adequately describe the nature of the control 
which United Fruit possesses. Perhaps the best recognition of this 
is their sensitiveness to criticism. 

I have written several letters to United Fruit, in recent years only, 
and have many times been handed back my correspondence with the 
request to destroy these letters. 

I have attached representative samples of this correspondence 
hereto as exhibit G. Any company whose operations were above 
criticism would find it easy to cope with letters involving legitimate 
complaints. United Fruit cannot. 

(The documents referred to are as follows:) 


Exuisit G 


Bronx, N. Y., November 19, 1953. 
Mr. JoHN WERNER, 
Care of Fruit Dispatch Co., New York, N. Y. 


Dear Mr. WERNER: I take the liberty of addressing to you this letter in order 
to express to you my personal opinion about the causes that endanger the very 
existence of the banana companies with which I am associated for so many 
years, and in an effort to induce you to do something about this condition. 

These causes are as follows: 

1. The selection and grading of the fruit. 
2. The price differential between ‘‘straights’’ and other grades. 
3. The existing shortage and its effect in meeting competition. 

On the question of the selection, your men are hearing complaints and receiving 
claims almost daily. Aside from the generally poor condition of the fruit, it is 
usually mixed with specials and rejects to a point where one would say that the 
company does not bother any more to select the fruit. Due to the shortage, 
the complaints are not loud enough for fear that one may get even less fruit. 

On the price differential you and everybody else know that it should be sub- 
stantial to compensate for shrinkage, poor quality, and extra labor required in 
handling. Yet the specials and ripes are priced so high in proportion that they 
cost in-the end from $1 to $2 more than the straight fruit. 

Taking the specials away from us, as it was done some time ago, creates a 
still greater shortage and deprives us of some cheaper fruit with which we could 
meet our cheap competition. 

If your company must receive more money for the fruit because of the shortage, 
then, in my opinion, the basic price should be revised upward, but with a sub- 
stantial and just differential kept between straights and others. If for reasons 
of your own you don’t want to raise the basic price, then your company should 
take the loss, and not force the dealers to take mixed fruit for straights and pay 
a disproportionate price for the others. 
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Now on the question of shortage. While your company has a shortage, the 
other ‘importing company” is actually supplying our competitors in this area 
with all the fruit they can use and is encouraging, or rather subsidizing them 
to expand, by various means, such as extension of unlimited credit, concession 
in prices, special selection, and discounts when the bills are paid. I hear that 
our most aggressive competitor is planning to build a large plant, and is con- 
templating sending more trucks into Long Island and Westchester County. 
How can they hold onto and expand their trade if they did not have some quality 
fruit comparable to ours and at the same time undersell us? 

It is evidently profitable for the “importing company” to create a few strong 
dealers who will absorb a large portion of their fruit, including their “‘garbage’’, 
and at the same time support their price structure, instead of having to dump 
their fruit during unfavorable market conditions. 

So then, our companies are not facing a regular dealer competitor but one 
backed and subsidized by the “importing company” with plenty of fruit, while 
at times we don’t have enough fruit to serve our customers, much less go out 
and compete. 

Now then, what is the remedy, if our companies are to stay in business, which, 
I take for granted, is also your desire? As a general proposition the selection 
and price differential, as stated above, will help very much. With good straight 
fruit at the top price and specials and ripes at the proper price we can meet 
competition on quality and on price. And as a special help to counteract the 
action of the “importing company”’ in our territory, the local shortage could be 
eased by the distribution of a few more cars of bananas among our companies. 
Six or seven cars a week could do the trick. They can be drawn from territories 
that are not under pressure as ours and from the constantly expanding (at our 
expense) chainstores. This is just a thought of my own, but you know best. 

What is the alternative? Our competitor, backed and subsidized by the 
“importing company”’ will expand in the entire metropolitan area, demoralize 
our price structure, flood the market with inferior fruit, which eventually will 
hurt the demand for bananas and the industry in general. As for the fate of 
our companies I am very, very much worried. 

Respectfully yours, 
JaMEs Paris. 


NoOveMBER 24, 1953. 
Mr. JAMES Paris, 


Bronz, N. Y. 

Dear Mr. Parts: I have your letter of November 19 and I believe that what 
you write is subject to discussion. 

I will say this, that our first-class bananas are $7.50 and our competitors selling 
Ecuador for their first class is also $7.50. I would suggest that you buy nothing 
except first class for your constituents at $7.50 from us and we will do the best 
we can to see that they are first class and in the meantime, while we have been 
short, I will personally guarantee for the next 3 months that your orders shall be 
filled in entirety. 

I would still like to see you sometime to discuss it more but rest assured we 
are here to serve you to the best of our ability. 

With kind personal regards, 

Sincerely, 
J. A. WERNER. 


Ricumonp Hii1t, Lone Isuanp, N. Y., March 27, 1954. 
Mr. W. R. STEVENs, 
Fruit Dispatch Co., 
Pier 7, North River, New York, N. Y. 


Dear Mr, Stevens: Enclosed hereto are two claims on Guatemala fruit. 
The Esparita, of February 25, 1954, and the Talamanca of March 2, 1954. 

The fruit from the Esparta failed to measure up to a first-class selection in 
that there was 10-percent short finger, and 10-percent thin and undergrade fruit. 
The fruit from the Talamanca was a much better selection and qualitywise, 
there is no room for complaint. From this point on both cargoes are very similar. 
The fruit from the Esparta was inspected green a Mr. W. R. Stevens, and at 

re. 


color 4 to 444 it was inspected by Mr. N. Hewitt, J. N. Kelly, and Mr. W. R. 
Stevens. 
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The fruit from both ships had a very poor washing operation. Copper sulfate 
residue was evident in appreciable proportions. The fruit had a fine silt-like 
deposit on much of it, probably what has often been referred to as volcanic ash. 
Deposits of severe latex stain was present. There is evidence of poor handling, 
because of the bruises on the fruit and also scratches and skin abrasions, in which 
the combination of wash solution, black powdery ash, and latex imbedded itself 
in the skin of the fruit. In addition, there was a complete absence of blossoms 
on this fruit. Possibly, their dissolution in the washing added to the general 
disfigurement of what the fruit should have looked like when yellow. The overall 
general appearance was a jet-black streaking up and down the bunches, to whole 
sides black on some stems. 5 

Fruit of this nature slows down our operation by as much as 50 percent, and 
adds to our labor costs tremendously. he 15-percent handling charges that we 
have added into our claims is a far cry toward compensating our actual labor 
costs. It is a known fact to us that we have suffered with a consistently bad 
run of fruit for the past several months. This apparently is not evident to the 
Fruit Dispatch Co., as they have charged for first-class fruit, A continuation 
and preponderance of the company selling fruit as first class that is not first class 
cannot be tolerated any longer. 

The situation is currently breaking down the morale of our organization. We 
have 12 driver salesmen, on well-established routes, who are becoming discouraged 
at not being able to serve their customers with quality bananas, and whose cus- 
tomers in the main are indifferent to No. 2 boxes at any price. They report 
daily loss of sales to competitors handling fruit other than Fruit Dispatch Co. 
bananas, whose bananas in both appearance notably and often in quality surpass 
what we have had to offer, and always at prices appreciably under ours. Since 
our salesmen work on salary and commission, this is a serious problem, because 
their earnings are affected. Their loss of sales has cut their commissions, and their 
base salary is not adequate to make a living, nor commensurate with the effort 
they and we are expending. It takes time to train a salesman, and it is an invest- 
ment on our part. We feel that we have a great deal invested in these salesmen, 
and it would be a serious blow to lose any of them. Unless we can stem the trend 
in their failing morale, we are going to have resignations from them. 

Likewise, we are suffering in morale with our warehouse crew. Our packers 
insert a packer’s number in every box. On inspecting the packed box, we are 
forced to call our packers to task, because the package isn’t what it should be. 
Their cry is passed on to the cutters and graders. The entire crew is on edge 
because supervision is constantly at them. Their judgment as to how to grade 
what, becomes lost and distorted in the maze of poor fruit. The result is a com- 
plete breakdown of morale. Supervision and management are equally dis- 
couraged by the volume of phone calls of complaint, the loss of time and legwork 
in getting to the stores to pacify customers who have the very legitimate com- 
oe that they paid for a first-class box of bananas and are not receiving it. 

his entails more paperwork in issuing credits, and complicates and increases the 
work of the office staff. It is a case of personally sending a representative of 
management on all complaints and issuing credits, or lose the customer. Many 
customers are lost because of the aforementioned competitive conditions and others 
beeause we are being regarded as unreliable and undependable. We enjoyed the 
reputation of delivering a box of bananas to the retail trade, independent and 
chain stores alike without so much as a look-see, because it was always all it was 
supposed to be. The picture in the past many months has certainly changed. 
The confidence that the retail trade had in our package has completely deterio- 
rated and vanished. Independent retail operators and chain store produce 
managers inspect every box of bananas before accepting it. The salesmen take 
the boxes off their trucks, get them into the sotres, bring the rejected ones back, 
get some more off for approval. It discourages our men who were never accus- 
tomed to this procedure. It adds to our costs of delivery. The crowning insult 
of all is that we are failing miserably in the one big thing that we built our business 
on, this being what we have to sell, quality and service. 

Since we purchased the fruit as first class, we are bounden to make every effort 
to market it as first class, to get out from under. Over 6 months of this principle 
has manifested all the current ills that must be not only stemmed, but completely 
obliterated if we are not to find ourselves in abysmal failure. It behooves the 
Fruit Dispatch Co. to take a realistic approach, come down off their complacent 
throne and pedestal of indifference and delve into what is going on. The time has 
come for them to take a much more active interest in the operational affairs, 
practices, procedures, problems, labor matters, plant maintenance, truck mainte- 
nance, the numerous problems of their customers and at the retail level in banana 
distribution. The Fruit Dispatch Co. is certainly big enough and should be 
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capable to set up the organization to do this work and make recommendations. 

This cannot be gleaned by officials of the company sitting behind big desks, but 

only by a staff of competent investigators spending arduous hours and considerable 

legwork with the jobbing trade. It is high time that the officials of the company 

dispensed with the idea that we are making some astronomical figure of some few 

ene dollars per car of bananas. Very realistically it is in the low two-figure 
racket. 

That the officials of the Fruit Dispatch Co. and its parent company, the United 
Fruit Co. are either naive, ill-informed, or just plain closing their eyes, is apparent 
by this statement from the United Fruit Co. Shareholder, “The quantity of 
banana shipments increased and markets were generally favorable. The quality 
of product continued high. I am pleased to advise you that net earnings will 
show an increase over those of 1952,’’ and this note from the United Fruit Co. 
annual report for 1953, ‘““The average sale price realized in 1953 showed a satis- 
factory increase over 1952.’ The fruit company has never imported and offered 
to its customers such poor quality fruit as it has in the past 9 months, notwith- 
standing what is told to the stockholders, whom I am sure are not all in the 
banana business. While the net profits of the United Fruit Co. increased some 
17% percent in 1953 over 1952, the majority of the company’s customers saw their 
net profits decline 50 percent for the same period. Does the company consider 
this sound and equitable, and conducive to the prosperity of its customers? 

The Fruit Dispatch Co. must come to the realization that there are vast and 
wide differences in the value of their bananas from different producing areas in the 
various seasons, commensurate with the condition of the bananas on arrival. To 
cite the most recent instance, how can anyone in the Fruit Dispatch Co. justify 
the $7.50 per hundred seaboard price of the Chiriqui fruit they sold from the 
Heredia at Baltimore on Monday March 15, 1954, and the Pacific fruit they sold 
from the Jriona on Tuesday March 16, 1954, at Baltimore. There is absolutely 
and unequivocally a sheer day and night difference. This variance of value for 
the identical price happens every week. In other words, on Monday, you sell 
Tiffany’s quality for Tiffany’s prices, and on Tuesday you sell Bowery quality for 
Tiffany’s prices. We are at last wondering if we have lost our plain common 
horsesense as businessmen, because we know fully well that when we go out to 
buy a pair of shoes, we do not pay Florsheim prices for a no name, ill-appearing, 
ill-fitting shoe. That if we buy Florsheim Shoes, we are buying quality footwear, 
in comfort, in good wearing, in good appearance and we pay considerably more 
money for the value received. This common horsesense we do not exercise ‘in 
buying bananas from the Fruit Dispatch Co. It is ironical, because we fully 
know, and the officials of the Fruit Dispatch Co. fully know that in all agricultural 
products, there can be no consistency of quality for different growing areas through 
the various seasons of the years plus the intangible and unknown acts of God 
that can enter into the picture and alter the quality of the fruit rapidly. Why 
then, and on what basis is everything the same price. When a cargo is impaired 
in transit, or for whatever reason it arrives in bad condition, why then and on 
what basis does the company charge the full seaboard price? Why does the 
company expect its customers to bear the brunt of the burden for its bad arrival 
that its customers had absolutely nothing to do with? Why does the company 
completely disdain to evaluate their fruit fairly on the basis of quality, condition, 
market conditions, and their competition? 

I bring all these aspects to your attention for your very earnest consideration 
and appraisal and to carry them to the officials of the company. Keep in mind, 
that while the officials of the Fruit Dispatch Co. may not be cognizant of these 
many matters, the retailer and the consuming public most edphatically are, and 
it is manifested in the formidable resistance they are putting forth in not handling 
and consuming our bananas. 

Very truly yours, 
Lone Isuanp Banana Co., 
Cos MAsTERs. 


Bronx, N. Y., March 30, 1954. 
Mr. W. J. Murpay, 


Superintendent of Claims, 
Fruit Dispatch Co., 
Pier 7, North River, New York, N. Y. 


Dear Mr. Murpuy: I have yours of March 23, 1954, in reference to your 
general office claim No. 33351, in which you decline our claim for $67.76 in behalf 
of Speros Velles, of New London, Conn., for Fortuna bananas loaded at Wee- 
hawken, N. J., from the steamer Musa. 
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I regret very rouch that I am compelled to disagree most vehemently and take 
issue with you. You state the following, ‘‘We have made a very careful investiga- 
tion of the records covering the loading of these bananas, but have found nothing 
to indicate that we are responsible for the loss alleged.”” Permit me to say that 
a very careful investigation of the bananas from the time of loading on your pier 
to the time of delivery at the retail level would reveal considerably and infinitely 
more valuable information than your records. We neither buy or sell the records. 
We do buy, process; cut down, grade, pack, and distribute the bananas, and in 
so doing, see and inspect the bananas hand by hand. Your company has been 
most remiss in their duties in not having their “experienced inspectors”’ take to 
the field and follow the bananas through the cycle of ripening, cutting, grading, - 
and packaging for the retail trade. 

You further state, ‘“The truck was loaded under the careful supervision of an 
experienced inspector of bananas * * *.’’ I would like to know what you consider 
“eareful supervision’’?? How many other trucks did the “‘experienced inspector’’ 
load concurrently? How many stems or what percentage of stems of bananas 
was he actually able to inspect? To what degree is it possible for one man to 
inspect, and what area of a stem does he actually view, and in what very minute 
element of time. I can hardly concur with what you consider careful supervision. 
You speak of “experienced inspectors.’’ They are experienced insofar as having 
been at the job of loading bananas for some time. Does this, in your opinion render 
them competent, and capable? Isn’t it true that many people are experienced, and 
also true that they remain stagnant, whereas those who adquire experience and 
possess ability move on? 

Your inspector stated that the bananas were in good condition, fresh, green, 
sound, and marketable and of first-class quality. Possibly you could render me a 
definition of ‘“‘marketable’’ and “first-class quality.’’ I wonder if your records 
show that for over 6 months, all the Fortuna bananas that your company has 
grown, raised, harvested, brought here on your ships, and offered and sold to your 
customers is, in my opinion, considerably short of first-class quality. All your 
Fortuna fruit for these many months has been malformed. Explicitly the first 
4 or 5 hands failed to develop to proper maturity, and were short-fingered and 
painfully thin and undergrade. In addition, your Fortuna bananas have been 
severely and excessively scarred and plagued with speckling, or in banana man’s 
parlance, “pimples.’’ All your Fortuna bananas have been extremely tender of 
skin. These negative characteristics are no doubt caused by a combination of 
several factors that have culminated in your recent and present quality of Fortuna 
fruit, namely climatic conditions, the chemical composition of the soil, deficiency 
or surplus of moisture, the use of insecticides and fungicides in combating the 
manifestations of agrology and the washing operation and its effects on the 
fruit. In short, your company has had at best, a very minor percentage of ‘“‘first- 
class quality’’ Fortuna bananas during which period your company sold the major 
percentage of Fortuna bananas as “first-class quality.’”’ To put it squarely on 
the line, your company has positively misrepresented its merchandise, 

You mention that your inspector denies that the bananas at the time of loading 
were scarred or affected with stem rot. Neither your inspector nor anyone else 
can determine the extent of scarring at this stage. It develops as the fruit ripens. 
Neither your inspectors nor anyone else can determine the extent of stem or 
neck rot in the superficial inspection rendered by your inspectors, because only 
what you can see of the top 2 hands and bottom 2 hands (naked fruit) sre visible, 
and most assuredly he cannot see the other hands where they join the stem. 
Stem and neck rot develop as the fruit ripens. Your company has checked thou- 
sands of bunches of bananas, hand by hand, to study and determine the extent 
of stem and neck rot as it was cut at color 4 and better. This was certainly a lot 
of wasted effort if your inspectors could see it. The fact of the matter is they 
cannot see it in their superficial inspection, and if it were evident in profusion, 
they still could not determine it in the fleeting second as one side of the stem goes 
by them, and I am sure we are agreed that they can’t possibly see every stem, 
or even a fair percentage. 

In your use of the term “experienced inspectors of bananas,” I gather you 
assume they are infallable. Inspection is an important aspect and function 
of any big business, and for the responsibility they carry, they are subjected to 
periodic examinations of their knowledge of what they are inspecting and an 
examination of their eyes. Does your company carry out such a program? 

. To sum up my remarks, your company has sold a preponderance of brutally 
poor fruit for several months as first-class quality, in which our customers have 
taken severe and shocking losses. This is further attested to by the volume of 
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claims we have been foreed to submit in the past several months. Never in my 
recollection have we had such a volume of claims. Never in my recollection has 
your company imported such poor quality bananas. Never in my recollection 
has your company deliberately misrepresented its merchandise in so flagrant a 
manner. The claims we have had to submit to your company are very genuine 
and honest, and represent money out of pocket by the people who are the backbone 
of the banana industry. Notwithstanding what your records or inspectors show, 
your company has failed miserably to follow its product along the distribution 
chain to the ultimate consumer, and to determine its shortcomings, and thereby 
properly supply you with an accurate evaluation and appraisal of the fruit, in 
order that you may render fair consideration and judgment of the claims. While 
I have confined my remarks to your Fortuna bananas, an ogeety indicting 
critique can be said for some of the other varieties. ence, I shall be most 
obliged for your reconsideration in the above-mentioned claim, and your credit 
memorandum in the amount of $67.76, and any and all other claims which you 
have declined from the same steamer. 
Very sincerely yours, 
Tomas Kauuicugs, Inc., 
Cos Masrers. 


Ricumonp Hutt, N. Y., July 19, 1954 
Mr. K. H. Repmonp, 
President, United Fruit Co., 
Boston, Mass. 


Dear Mr. Repmonp: I have received the special release to the shareholders, 
under the date of July 6, 1954, in which is reproduced your statement to the 
press and that of Mr. Baggett’s. 

My sineere congratulations to you on your prompt response to the charges of 
the Justice Department, and the admirable manner in which you so thoroughly 
covered the company’s position. 

I was particularly interested and impressed by your statements concerning 
the banana business. The jobbing and distribution phase, the eee of which 
I am most familiar and close to, the phase in which I am particularly interested 
in. Permit me to go even further than you did, when you say, “The objective 
of the banana business is to provide the consuming publie throughout the year 
with a steady supply of nutritious bananas of highest quality at reasonable prices.” 
For more than the past 10 years no domestic fresh fruit has been on a price 
parity with bananas. Bananas have been consistently one of the most reasonable 
and lowest priced items in the fresh fruit family offered to the American housewife. 
The company has most certainly accomplished its objective in bringing bananas 
to the American family at the most reasonable prices. 

As you know, I represent 28 jobbing concerns to the Fruit Dispatch Co. Those 
concerns have in excess of $5 million invested in plants, equipment and trucks to 
carry on the function of banana ripening and Nistribution to the retail trade. 
The tremendous investments of these concerns would have been in jeopardy 
many times over in the past 13 years were it not for the ‘‘widely integrated eco- 
nomic system of operation” of the company. In the past 6 years labor strife from 
various segments of labor have beset all ae of the business. In 
addition hurricanes, drought, floods and t diseases have been endured by 
the banana trade. Our survival in a very measure ean be attributed to the 
company’s geographical diversification of its banana growing areas, its ample 
- of refrigerated ships, and its well-spaced ports of discharge in the United 

tates. 

We have beer free to buy bananas from all and any importers. This we have 
done in some measure at various times without any acts of retribution on the part 
of the company. Our experience over the has been a consistent demand 
by the retail trade of high quality bananas. e found the company able to meet 
this demand. The most important single feature to the banana jobber has been 
a consistent supply of bananas on a regular schedule of arrivals, because since the 
tremendous growth of the supermarket in the past decade, the retail trade has 
demanded regular supplies with daily delivery. 

For the segment of the banana Lar, Ne that I represent, I want you to 
fight most vigorously the charges that the Justice De ent has brought against 
the company—not only because of our interest in distribution but also 
our interest as shareholders of the company. 

Very sincerely yours, 
Tomas Katuicuss, INc., 
Cos MASTERS. 
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Mr. Masrers. Thank you. 

Mr. Roosgsvett. Mr. Masters, may I first just go over the exhibits 
which you have mentioned? 

Mr. Masters. Yes. 

Mr. Roosrevexr. And I presume you are submitting the exhibits 
to be included with your testimony? 

Mr. Masters. That is right, 

Mr. Roosrvett. Before accepting them, let me just make sure 
they are in the proper form, if counsel would look over them, also. 

The first is exhibit A, which is a letter addressed to Mr. Klein. 

Mr. Masters. Right. 

Mr. Roosrevett. Who is Mr. Zazzali? 

Mr. Masters. He is the counsel for the association. 

Mr. Roosrvett. Without objection, that letter will be included as 
exhibit A. That includes a second letter. 

Mr. Mastsrs. The reply. 

Mr. Roosgevett. The reply. 

Mr. Roosrvetr. Exhibit B is a letter to Mr. Conklin, of the 
Department of Agriculture. 

Mr. Masters. Right. 

Mr. Roosgvett. Without objection, that will be admitted as 
exhibit B, and the reply of the Department. 

Mr. Masters. That is right. 
hem Roosreve.tt. Exhibit C is correspondence between the Grand 

nion 

Mr. Masters. That is right. 

Mr. Roosevett (continuing). And your company; is that correct? 

Mr. Masrsrs. That is right. 

Mr. Roosrevatr. Without objection, it will be admitted as exhibit C. 

Mr. Roosevett. Exhibit D—— 

Mr. Masters. Is a memorandum. 

Mr. Rooservett (continuing). Is a memorandum? 

Mr. Masters. It is a memorandum. 

Mr. Rooseve tt. It is a memorandum. Would you identify who 
Mr. John N. Kelley is? 

Mr. Masters. Mr. John N. Kelley is an official of the Fruit Dis- 
patch Co. 

Mr. Roosrve.tt. Who is Mr. Norman S. Hewitt, who signs the 
memorandum? 

Mr. Masrers. He was employed by Mr. Kelley. 

Mr. Roosrveit. He was employed by Mr. Kelley? 

Mr. Masters. Yes, in his department. 

Mr. Roosrve.t. How is the committee to know that this is an 
authentic document? 

Mr. Masters. I suppose the original ought to be with Mr. Kelley. 

Mr. Arnoup. I think we could admit it, subject to affirming the 
fact that the original document exists, and perhaps United Fruit at a 
later time will be asked a question on that. 

Mr. Carson. My name is Ralph M. Carson. 

Mr. Chairman, would you bear with me now? I am here as counsel 
for the United Fruit Co., which is a defendant in litigation brought by 
Mr. Elbaum, who will be your next witness, Mr. Masters’ company 
being an alleged coconspirator and defendant in the case. 
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I have asked Mr. Leff, here, for a copy of this document and the 
attachments, and I would like to have one now. I have never seen 
any of it before, and all of these exhibits are new to me. 

I would respectfully suggest that the committee might postpone 
receiving any of these exhibits until we have seen them. May I S 
a copy? 

Mr. Roosrvett. You may have a copy. A copy will be furnished 
to you. 

The exhibits are subject to a challenge by you at the time you wary 
and we will be glad to hold it open, the opportunity to challe enge, until 
you have had an opportunity to look them over. 

This exhibit D will be accepted only when verification has been 
received as to its authenticity. 

Under normal circumstances, it would not be admissible in its 
present form. 

Mr. Lerr. If the Chair should permit, I would like to correct one 
statement Mr. Carson has made. Mr. Masters is not alleged to be a 
coconspirator in any action brought by Mr. Elbaum. The company 
of which Mr. Masters is the president, and has been president since 
1949, is the coconspirator in that complaint. 

Mr. Roosrvett. Exhibit E is listed as a memorandum. Mr. 
Masters, would you tell us what the origination of this memorandum 
is? 

Mr. Masrers. Yes. That is a memorandum by the committee 
and council of the Metropolitan Banana Distributors Association, and 
sent to Mr. Werner, president of the Fruit Dispatch Co., requesting 
him for an audience, which we were granted. 

Mr. Roosgvent. Mr. Masters, before accepting exhibit E, I think 
that the proper officer of the association would have to attest, again, 
to the correctness of the memorandum, because there is nothing i in 
the memorandum, there is no signature, there is no indication that 
such is the fact. 

If you are the proper officer of the association 

Mr. Masters. Yes. 

Mr. RoosEvE.LtT Sconsinaiig) Then would you have it certified by 
you, and the committee will then accept it. 

Mr. Masters. Yes, sir. 

Mr. Lerr. We shall do that, sir. 

Mr. Roosrvett. Exhibit E includes, also, another memorandum, 
which I think 

Mr. Masters. The results of the first memorandum. 

Mr. RoosEvEttT (continuing). Is the same, and would be subject 
to the same condition. 

Mr. Masters. That is right. 

Mr. Roosgeve.t. Exhibit F is a series—— 

Mr. Lerr. Sir, these are minutes of the Trade Association, and we 
can have those certified by the secretary of the association and 
submit a copy of that to the committee. 

Mr. Roosevett. Subject to certification, the committee will 
accept them under those conditions. 

Mr. Lerr. Thank you, sir. 

With respect to exhibit G, if I may, I should like to call the Chair’s 
attention to the fact that there is a receiving stamp on some of these 
documents, which says ‘Fruit Dis a Co.” and the date, indicating 
that they have been received by the company in question. 
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Mr. Roosrvetr. Without objection, exhibit G will be accepted, 

The Chair would also ask counsel to furnish Mr. Carson copies of 
these exhibits at the earliest possible time. 

Of course, it is with the understanding that we are in executive 
session, and these are not—— 

Mr. Carson. That is understood. It is simply for the succeeding 
witnesses. 

Mr. Roosrvett. Mr. Steed, did you have any questions you would 
like to ask the witness? : 

Mr. Steep. No, sir. 

Mr. Roosrevett. Mr. Masters, I do not have too many questions. 

On page 3, Mr. Masters, you make the statement, in the paragraph 
which begins on the bottom of page 2 

Mr. Masters. Yes, sir. 

Mr. Roosrvuert. You state the conditions under which the bananas 
are received and offered to the jobbers. 

What happens if a jobber refuses to accept the bananas at a given 
price or in the given quantity which is offered? 

Mr. Masrers. Well, today it is not as bad as it was. We will go 
back a few years ago, and in the early fifties, if you refused anything, 
I think they would forget you for the next week or so. You just 
didn’t refuse; you were scared stiff. 

Mr. Roostvetr. And what is the situation today? 

Mr. Masters. I know I didn’t refuse. 

Mr. Roosevett. Because of the greater supply, do you have more 
leeway today? 

Mr. Masters. No. I think the condition is, because of the 
pressure of the lawsuits, the same. 

Mr. Roosrvetr. With regard to the matter of grading, have you 
ever submitted to the Department of Agriculture a system or method 
of grading which would be satisfactory from the point of view of 
the—— 

Mr. Masrers. No; we have not. 

Mr. Roosrve tt. Is there such a system or has such a system ever 
been devised? 

Mr. Masters. No. 

Mr. Roosrvetr. Would it be practicable? 

Mr. Masters. I think so. It is for other commodities. 

Mr. Lerr. Sir, again, if I may interject, I know certain agencies 
of the United States Government employ standards in purchasing 
bananas, such as the Quartermaster Corps and the Veterans’ Ad- 
ministration and other agencies of that type, and they have standards 
for their own internal purposes. 

So, consequently, it is possible to establish standards for bananas. 

Mr. Roosevett. What system—is there a uniform system in the 
jobbers when you process the bananas, as far as grading to the retail 
outlet is concerned? 
~ Mr. Masters. No. I think each jobber—it is each jobber’s indi- 
vidual preference, commensurate with the type of retail trade that 
he serves. 
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Mr. Roosgevett. In other words, you might have one, let’s call it, 
for lack of a better term, a grade A banana which you would send out 
as grade A; but your competitor jobber, that might not be a grade 
A banana at all, it might be a By B with him; is that correct? 

Mr. Masrers. It could be. It depends on the type of trade we 
serve. 

Mr. Roosrvett. What do you mean by “it depends on the type 
of trade’’? 

Mr. Masters. Well, let’s take, if you sell some of the large chain 
groups, they are rather exacting in their demands, and in other words, 
when you make a delivery to them, they have a man that has some 
knowledge of the matter, and he inspects, and he has some mental 
picture of what he wants. And if it is not up to what his standard is, 
he rejects it and he doesn’t purchase it. 

Mr. Roosrvett. It seems to me to be a little hard on the consumer. 
In other words, if I go to a certain store and they 

Mr. Masters. It is hard on the consumer. 

Mr. RoosrveE tr. It is really the consumer who suffers, is it not, 
because he may be paying for what ought to be a grade A banana, 
let’s say, the best there is, and he may be offered a grade A banana 
at one place at a certain price, and what is supposed to be a grade A 
banana at a certain price at another place, and it might be a grade D 
banana; is that right? 

Mr. Masters. That is correct. 

Mr. Roossrve tt. I think those are all the questions I have. 

Mr. Steed? 

Mr. Streep. Mr. Masters, do your suppliers have anything to say 
or to do with the price you charge to the retailer after you have proc- 
essed your bananas? 

Mr. Masters. Not in recent years; no. 

Mr. Srreep. Does your association have any access to information 
dealing with the crop, the availability of the supply in the: growimg 
areas? 

Mr. Masters. None whatsoever. That was something we asked 
for in one of these memorandums that is attached here. 

Mr. Streep. Then you do not know, from season to season, whether 
there will be any crop—— 

Mr. Masters. We do not know whether it will be a great supply, 
a small supply. 

Mr. Steep. In these areas where bananas are grown, do the govern- 
ments of those countries have any reports or estimates of the crop—— 

Mr. Masters. None that I have ever seen. 

Mr. Steep (continuing). That they might have available for export? 

Mr. Masters. No. 

Mr. Rooseve tt. Mr. Arnold? ; 

Mr. Arnoup. With reference to the retail price, as I understand it, 
there is a firm wholesale price or firm price to the jobbers at the same 
time the supply company, Fruit Dispatch, will sell directly to chain- 
stores. 

My question would be, does not the sale of bananas to the chain- 
stores and the price carried by the chainstores in effect set a ceiling 
or in effect control the price that you can charge in relation to your 
business? 

Mr. Masters. That is right. That has b ee ince May of 
1949. I believe it was in May of 1949 when the ruit Dispatch Co. 
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raised the seaboard price on bananas to $7.50 a hundred pounds. 
At that time the level was set for a 15 cents retail by the major chains. 
They have held that 15 cents retail except for very short periods 
during that time, either in a glut or for a few weeks whenever they 
were quite scarce and the price of bananas exceeded the $7.50, and 
the big chainstores went as high as 16. 

But otherwise the price since 1949, regardless of supply and demand 
or season or what have you, has pretty well for 90 percent of ihe tme 
held at 15 cents per pound. 

Mr. ArNnotp. Well, then the control of the United Fruit over the 
wholesale price, together with a dual system of distribution between 
jobbers and chains, in effect, gives them——— 

Mr. Masters. That is right. 

Mr. Arnotp. The power to control the retail price? 

Mr. Masters. Yes. 

Mr. Arnotp. You mentioned that Meloripe was a jobbing sub- 
sidiary of the United Fruit Co. What was the price situation, if you 
know, or profit situation, if you know, with respect to Meloripe? 
Did they make or lose money or break even? 

Mr. Masters. Well, I know back a couple of years ago, an official 
of the Fruit Dispatch Co. told me that they were going to close the 
Meloripe plants, because they were losing money on them. They had 
been losing money for the past few years. There was just no point 
to continuing them. 

I had heard at different times from people in the New England 
area that the Meloripe Fruit Co. was selling processed bananas and 
delivered to the stores for the same money, or even less money than 
we were paying for green bananas. 

Mr. Arnowp. One other question: With reference to the right or 
ease of entry of new firms into the banana industry, in particular 
reference to the banana-jobbing segment of the industry, if I wanted 
to become a banana jobber, what would be my chance to actually get 
into business? What would I have to do? Would I just go and 
order bananas? Would I have to see United Fruit and have an 
vadensinemine with them? 

Mr. Masrers. Well, I certainly think you would have to talk to 
the United Fruit Co. or the Fruit Dispatch Co. who sells the bananas, 
because to get into this business you need a considerable investment. 

If you are going to spend a lot of money to get in it, you want to 
have some assurance of some sort of a supply. What their reaction 
would be, I don’t know. But to my knowledge, in the last 6 or 7 
years, there have been almost a nil number of new people, independent 
jobbers, that is, exclusive of chains getting into the banana business. 

In other words, in the trade papers occasionally you will see someone 
advertising a banana business for sale. I think it is a pretty hard 
business to sell. 

Mr. :‘Arnotp, There is another small-business aspect of this prob- 
lém which is the independent retail distributor such as the grocery 
stores, the small grocery stores? 

Mr. Masrers. Yes. 

Mr, Arnotp. And I was wondering what in your opinion would be 
~ os gt oi oes Pie ee in relation to ane 

e on 0 small, independent grocery store against the 
chainstore, with particular referenee, of course, to bananas? 
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Mr. Masters. Well, we beg in retail distribution. We have seen 
the picture change materially in the last few years. The big chains 
are getting bigger, both on their own and through a series of mergers. 
And the independents are getting further and further. I mean they 
just can’t exist and compete with these chains. 

Mr. Arnotp. The chainstores, in effect, have a double margin to 
play with? 

Mr. Masrerrs. They do. 

Mr. Arnoxtp. On bananas, let us take the small grocery store, would 
only have that very thin margin between your wholesale price and the 
retail price set by the chainstore? 

Mr. Masters. Yes. 

Mr. Arnoxp. Is there any evidence to your knowledge that bananas 
have been used in the nature of a loss leader by chainstores? 

Mr. Master. I would not say that in the New York area a large 
chain—our national chains have resorted to that practice, but I 
understand in other areas they have done so. 

Mr. Arno.p. Is it your understanding, for instance, that the large 
national chains might use extensive weekend advertising? 

Mr. Masters. That is right. 

Mr. ArNo.p. For bananas at a special price? 

Mr. Masters. That is right, At times friends of mine in other 
parts of the country have sent me newspaper clippings on these 
matters. We haven’t been bothered by too much in the New York 
metropolitan area. But once you get 100 or 150 miles outside of 
New York, it has happened quite frequently. 

Mr. ARNOLD. One other question in that respect: Would the chain- 
stores receive any preferential treatment in a competitive sense, in 
that they get better quality bananas than would be available, let us 
say, to the independents? 

Mr. Masters. Well, they would get this: First of all, they would 
get only first-class bananas. They would not be asked to take any 
specials and turnings, the inferior grades. And they may be favored 
with a little higher percentage of the better varieties over the poorer 
varieties. 

Mr. Arno.p. As a practical matter, when you get the second- and 
third-grade bananas, you have to push them into the market and your 
primary market is not the large chainstores but the independents? 
You have to push the poorer grade to the independents? 

Mr. Masters. That is right, who have to in turn compete with the 
large chains. 

Mr. Arnoup, And in turn have to push them on to the consumer? 

Mr. Masters. That is right. 

Mr. Arnoup,. Thank you. 

Mr. Steep. Mr. Masters, what is the difference in the cost of 
processing 100 pounds of the best grade bananas and 100 pounds of 
the lesser grade? 

Mr. Masters. Well, there are several factors there. One is the 
shrinkage factor. 

Mr. Srzep. I am not familiar with the terms of the industry. 
What is shrinkage? | pees FR 

Mr. Masters, Well, shrinkage is first of all, in the ripening process 
there is ‘a certain amount of Ackodactne that goes on, approximately 
3 percent. In other words, on every 100 pounds of green bananas from 
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the time you receive them until the time it is ripe and you are ready 
to prepare it for the retail trade, you have lost about 3 pounds. That 
is considered normal. 

The shrinkage from there on is made up of the stalk which you have 
to throw away. 

There is some little garbage. Certain bananas on the bunch may 
be bruised and marked, which are going to have to be plucked out and 
sell for some fraction of the original cost. 

So that is a variable factor, that shrinkage, between good and poorer 
grade bananas. The big factor is the labor. 

If it takes a certain number of man-hours to cut a car of real honest- 
to-goodness first-class bananas, it will take you a lot more man-hours 
to cut a carload of inferior grade bananas. 

Mr. Srerp. When you speak of carload you are talking in total 
number of pounds? 

Mr. Masters. That is right. 

In other words, 20,000 pounds is the trade equivalent for a carload. 

Mr. Steep. Since you have a perishable product do you find your- 
selves in a position where you have goods on hand that have to be 
moved? 

Mr. Masters. Well, I think that is a part of the calculated risk 
one has to take in this business. 

Mr. Sterep. How frequently is that? 

Mr. Masters. You should not buy more than you think you are 
going to sell. And if you are optimistic and buy more than you do 
sell, you do it Siqaentty, of your own volition, I don’t think you have 
anything to come back with. 

Mr. Sremp. Are you required to take supplies at any time in excess 
of what you need? 

Mr. Masters. We have in the past, certainly. 

Mr. Steep. What do you do when you get caught with that? 

Mr. Masters. We take a loss. 

Mr. Steep. With a household of goods that have to move? 

Mr. Masters. Take a loss, sell them for what the traffic will bear. 

Mr. Steep. How often does that situation happen? 

Mr. Masters. That has happened between 1951, 1952, and 1953, 
several times. 

Mr. Steep. What margin of loss does the jobber on an average take, 
under those circumstances? What are some examples as to what 
sacrifice you had to make to move these es 

Mr. Masrers. $150 to $200 a car we will have to lose. 

Mr. Sreup. That is an average loss under those circumstances. 
What percent of the total number of cars did you handle? 

Mr. Masters. That might be everything that you handle for the 
week. 

Mr. Steep. Is that condition more or less prevalent in the industry 
today? 

Mr. Masrsrs. I would not say so much right at the present nor for 
the last: 6 months. 

Mr. Steep. Thank you. 

Mr. Roosevetr. The reason that you think it is not prevalent today 
is because of the court actions which are pending? 

Mr. Masters. Yes, that is my opinion, sir. 

Mr. RoosEveE tt. Yes, I realize that that is your opinion. 
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Mr. Dalmas. 

Mr. Damas. I wondered if it would be appropriate to have the 
witness place in the record their recommendations as to thé grading 
and inspection so that we might have some basis of comparison in the 
record as to what this association thinks it should be. 

Mr. Roosrve tt. Mr, Masters, we may be asking you somethin 
that you do not want to do, that is perfectly all right, but if you | 
care either to make a recommendation to the committee, fromyour 
association, as to a proper grading and standard of pelicy, or whether 
you would care to tell us if you think that is advisable in given spots 
such as you told us, in the Department of Agriculture—whatever 

our recommendatious might be the committee would be very much 
interested in having them. 

Mr. Lerr. We would be pleased to furnish you at a later date with 
the standards that we have obtained so far from the various Govern- 
ment agencies that I spoke of. 

In addition, we also will be pleased to furnish our recommendations 
of the association as for standards of quality of bananas. 

Mr. Roosnvett. The committee will appreciate that. 

Mr. Datmas. I would like to ask 1 or 2 other questions, if I may, 
particularly with respect to the national chains getting the top-grade 
bananas. As you know our food bill has gone up a great, deal in the 
last few years. You mentioned the fact that independents were 
disappearing and that is probably true. 

But the latest figures that I have seen demonstrates that 65 percent 
of all of the food consumed in the United States still goes through 
independents one way or another. 

My question is, in view of those facts, why are the national chains 
favored as to top quality all of the time—only on the basis of the 
fact that they have inspectors, or what are their demands in that 
respect? 

Mr. Masters. No. Insofar as I know they accept what the Fruit 
Dispatch Co. ships them. I think they are favored because they have 
been highly instrumental in holding the retail price of bananas, not 
only down but at one level for a period of 7 years, 

I do not think there is any other commodity that either has not 
gone up some or has not gone down some, and in 2 years has fluctuated 
some. 

Mr. Datmas. Then my next question is, do you have any knowledge 
whatsoever as to how the Fruit. Dispatch Co, determined the price of 
bananas at the dock for any given day or week or month or year? 

Mr. Masrsmrs. No, I don’t know how they determine it. 

Mr. Daumas. In other words, the jobbers do not have any indica- 
tion whatsoever as to how the prices are arrived at? 

Mr. Masters. No. 


Mr. Daumas. Whether on the basis of supply, demand, or what- 
ever it may be? 

Mr. Mastzrs. No. 

Mr. Daumas. Well, these other two Ss that you spoke o 


f, 
the Standard Fruit & Steamship Co. and R,. B. Dixon Co.; are: their 
dealings with the johbare any better or the same? 

Mr. Masters. Like in any business. 
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Mr. Danas. Sir? 

Mr. Masters. It is like in any business. You can always deal 
with a smaller fellow on a more compatible basis. He is a little more 
social and more agreeable, and he is a great deal more flexible. You 
can bargain a little with him. 

Mr. Datmas. You mentioned that. their supplies were not regular. 
Why is that? 

Mr. Masters. Well, I don’t know why itis. The fact is that they 
don't have the regularity and consistency of arrivals that the Fruit - 

0. does. 

Mr. Damas. Is that due to something United Fruit does in the 
market, or something due—— ; 

Mr. Masters. I could not answer that. 

Mr. Damas. To the situation where the bananas are grown? 

Mr. Masters. No. That may be their own problems and their 
own source of supply. 

Mr. Damas. f believe that is all. 

Mr. Streep. Do banana jobbers handle any other kind of fruit 
besides bananas? 

Mr. Masters. In the New York metropolitan area about 90 percent 
of us handle only bananas. 

Mr. Streep. You spoke of having a sizable investment to be a 
banana jobber. What do you invest in? What kind of equipment or 
property do you have to have? 

Mr. Masters. First of all you need ripening or processing rooms. 

Mr. Steep. Refrigerating rooms? 

Mr. Masters. I Save refrigeration and heating equipment all 
attached to these rooms. You have to have the raw banana room. 
You hang these bananas. There is a great deal of weight, just the 
beams that go across the top. That is quite an item. The beams 
have to be treated by special companies in this country that immerse 
them and treat them with some solution so that dampness and things 
like that won’t affect them. 

Mr. Streep. Of how much importance is the time factor in the 
handling of this perishable? 

Mr. Masters. What do you mean by that? 

Mr. Sreep. Well, the rapidity of delivery, and that sort of thing. 
Are you faced with the problem of having to get from the curing room, 
or whatever you call it, to the retail store—— 

Mr. Masters. No. 

Mr. Streep (continuing). In comparatively short periods of time? 

Mr. Masrers. There is no particularly acute problem there. 

Mr. Streep. Does your industry keep any records as to industry- 
wide profit and loss? 

Mr. Masters. No. 

Mr. Stexp. Factors of that sort? 

Mr. Masters. No. 

Mr. Steep. I do not want to inquire into an individual firm, but 
are you in position to give us any estimates as to the situation in the 
industry today as to whether it is operating at a profit or at a loss, 
or below what the average has been? . 
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Mr. Masters. I think today we are just struggling to change our 
money. 

Mr. Steep. You would say, then, it is generally true throughout 
the rears that jobbers are et breaking even? 

Mr. Masters. hat | is right. 

Mr. Stexp. Over a period of time, what has been the situation as 
to profit and loss in the industry? 

Mr. Masters. Well, back in, say, from 1947 through 1951, the 
profits were good. We made a reasonable percentage of your sales. 

Mr. Stexp. Does the factor of breaking even include the upkeep 
and amortization of investment in equipment, and that sort of thing? 

Mr. Masters. No. That has been lost already. 

Mr. Steep. You mean you are just breaking even in the actual 
product itself? 

Mr. Masters. I am speaking just of operating. 

Mr. Streep. That is all. 

Mr. Roosevetrt. I have just one more question, Mr. Masters. 

Is the wharfage charge still in effect? 

Mr. Masters. Yes, sir. 

Mr. Roosrvett. Have you ever complained to the Interstate Com- 
merce Commission on that? 

Mr. Masters. No. 

Mr. Roosrvetr. Because it is placed entirely on supplies received 
at dockside by truck; is that correct? 

Mr. Masters. That is right. 

Mr. Roosrevettr. And not paid at all by anybody who receives 
their supplies by freight ship? 

Mr. Masters. That is right. 

Mr. Roosrevett. Mr. Masters, we want to thank you very much 
for your presence. 

Mr. Masters. Thank you. 

Mr. Roosrvett. The committee is grateful to you for your pre- 
sentation. 

Mr. Masters. Thank you. 

Mr. Roosrevett. The committee will next hear from Mr. P. B. 
Sepave, who is president of the Banana Distributors, of Hartford, 

onn 

Will you come forward, sir. If you would raise your right hand, 
please, sir. 

Do you solemnly swear the testimony you are about to give before 
this committee shall be the truth, the whole truth, and nothing but 
the truth, so help you God? 

Mr. Expaum. I do, sir. 


TESTIMONY OF P. B. ELBAUM, PRESIDENT, BANANA DIS- 
TRIBUTORS, INC., HARTFORD, CONN.; ACCOMPANIED BY 
BLACKWELL SMITH, HIS ATTORNEY 


Mr. Roosrveir. Mr. Elbaum, we are happy to have you here, sir. 
Will you proceed in your own way? 

Mr. Exrsaum. Gentlemen, I know I am ‘here as a ‘small-business 
man, and I appreciate the opportunity of your asking me to come. 
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I should like to take the privilege of commenting on Mr.. Roose- 
velt’s statement, in particular, the letter from Mr. Hill, Assistant 
Secretary of State. 

It appears to me that in putting this session into an executive 
session, he certainly has insulted the correspondents of our Latin 
American neighbors by saying that they might distort the informa- 
tion obtained in this hearing. 

I know the purpose of this committee is to concern itself with the 
business of distribution. I wish to thank the members of this com- _ 
mittee for this opportunity to tell you about my struggle for survival 
as a small-business man in the banana jobbing business against the 
oppressive tactics of the United Fruit Co. 

United Fruit has seen fit to crush my company and discourage all 
my efforts to regain my proven, rightful place as an efficient business- 
man in the banana business. 

My company, Banana Distributors, Inc., a Connecticut corporation 
of which I am president, showed the following banana sales results for 
the years 1948 through 1954, and, as indicated on my statement 
before you, in 1948 my sales, the statement—— 

Mr. Roosevett. Would you wait one minute, Mr. Elbaum. I do 
not think we have a copy of your statement. We would like to follow 
it, if we could. 

You may proceed. 

Mr. Exsavum. Bringing you to the first page of my statement, in 
which I discuss the banana sales and banana profits of my company, 
I point out to you that in 1948, my company did $1,420,000, approxi- 
mately, in the banana business; and the banana profits at that time, 
before taxes, were $118,000, representing an 8 percent profit on sales 
before taxes, and my company paid taxes in the 38 percent bracket. 

In 1949, even though United Fruit was curtailing and withholding 
the supply of bananas from my company, we still managed to make 
some money on a million dollars worth of sales, $81,000 net before 
taxes; and, again, we paid in the 38 percent tax bracket. 

Mr. Roosrvett. Mr. Elbaum, when you say they withheld, did 
ou attempt to get more bananas, and you were unable to get them? 
s that what you mean? 

Mr. Exsavum. Yes, sir; and as I proceed in my statement, I will 

try to show you graphically just what took place. 

_Mr. Roosevetr. Peccend 

Mr. Exsaum. The effort—I might add further, of course, that from 
1950 or 1951 to the present date, my company is losing money in the 
amounts indicated, and they are the amounts that are the results of 
a certified public accountant’s analysis of my books, and I paid no 
taxes on my banana operations as a consequence. 

The effort of United Fruit to destroy my business continues to this 
day, and United Fruit, is responsible for my company’s drop in sales 
and loss of profits. - There is-no business way in.whicb I or anybody 
can compete for needed supplies of United Fruit bananas, and there 
is no way, and alternative sources of regular supply of dependable 
quality are not available. 
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The boss dictator of distribution of United Fruit green bananas 
for the entire United States and Canada is John Werner, the gentle- 
man over here to.my right. 

John, would you please raise your hand? Is that all right? 

Mr. Roosrvgett. No; that is not all right. You proceed in your 
own way. 

Mr. i I am sorry. 

Mr. Werner is president of Fruit Dispatch, president of Meloripe, 
and president of Canadian Banana Co., Ltd. These companies are 
distributing subsidiaries of United Fruit. Mr. Werner allots United 
Fruit bananas to every United Fruit customer, including my own 
company, and his decision is final. 

He also decides the prices United Fruit charges for green bananas, 
and in the case of my own company fixed the customers and the 
territories wherein I could compete with other jobbers. This he 
accomplished by withholding from my company needed supplies of 
green bananas, ee full well that there was no alternative supply 
of bananas available to me. 

Mr. Roosrgvettr. Mr. Elbaum, let me just make clear there. I 
understand that you are testifying that Mr. Werner tells you to 
whom you should sell your bananas after you receive them from his 
company? 

Mr. Exsavum. Yes, sir, not directly, but through one of his assist- 
ants, told me who I could sell the bananas to in my particular case. 

Mr. Roosevett. All right, sir, you may proceed. 


Green Banana Imports - U.S. 
Avg, Weekly Weights in Millions of Ibs. 


Sources of Data: United Fruit Co: ¢ Standard 
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Meloripe Fruit Co. 
United Fruit Sub. - Largest Banana Jobber 


Sper Ws ge Samana” A Profit 


ape 


Mr. Exsavum. I would like to call your attention to the green folder, 
containing several charts; and chart No. 2, which is titled ‘Prices 
green bananas per pound, seaboard, for Connecticut,’’ and you will. 
note there a graph beginning with 1947, showing the prices charged 
by United Fruit for Connecticut customers at seaboard, wherever 
that might have been. 

In the case of some ports, it could be New Orleans, Charleston, 
Mobile, New York, and the price curve shows an increase from the 
beginning of 1947, after OPA was rescinded in late 1946 

Mr. Arno.tp. This is the price to the jobber? 

Mr. Ex.savum. This is the price at seaboard for a hundred pounds 
of green bananas, such as you see here, in stalks. This is sometimes 
referred to as a stalk of bananas, a stem of bananas, or a bunch of 
bananas; and this price at seaboard is where a jobber all over the 
United States purchases bananas. Wherever there is a port at which 
United Fruit unloads green bananas, that is seaboard. 

United Fruit gives no franchise or contract eement to my 
company or to any banana jobber, but United Fruit imposes its 
conditions of sales on all its customers, These conditions of sales 
give the banana jobbers no rights whatsoever. 

As customers of United Fruit, we are forbidden to see or inspect the 
bananas we buy until they arrive at our place of business. As 
customers we cannot bargain with United Fruit about the price. As 
customers we must accept as final the fact that all bananas classified 
by United Fruit as “green’’ are first class—and are sold as such by 
United Fruit even when they are not. 

United Fruit permits its banana jobbers to file claim for bad 
bananas, but settlement of jobbers’ claims by United Fruit is both a 
joke and a fraud upon the jobber, and most jobbers are careful not 
to become “‘claim conscious.” 
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In my own case, my company is waiting for settlement of claims 
that are 4 years old, and the fruit company rarely allows over 56 
percent. when they do settle. 

My company, like all United Fruit customers, in order to get 
bananas must be willing to accept delivery from United Fruit at any 
port that United Fruit discharges the banana cargo. We pay all 
wharfage and freight charges from the port to our place of business. 

I have been in the banana business in Connecticut since 1940. 
Before going into the banana business for myself, I was an employee ~ 
of United Fruit in the New England area for 8 years. I was a graduate 
of MIT, and in 1931 became an employee of United Fruit in various 
minor jobs. I learned and watched the workings of United Fruit. 

In 1934, United Fruit, with one heavy swoop of its banana machete, 
put nearly every banana jobber in Massachusetts and Rhode Island 
out of the banana business by cutting off their supply of green bananas. 
Only the banana jobbers in Springfield, Mass., and the big A. & P. 
chain in Boston and Springfield, were not put out of business, because 
United Fruit continued to sell bananas to them. Some of the jobbers 
cut off by United Fruit had been United Fruit customers for 30 years. 

It was true then, as it is now, banana jobbers have no alternative 
source of dependable supply of quality green bananas. 

Mr. Roosrve.t. Before you go on with that, what happened in 
1934—if you wanted to buy bananas in, let us say, Boston, who sup- 
plied, outside of the A. & P.—who supplied the local grocers there 
with the bananas? 

Mr. Exsaum. I am coming to tell you about the banana jobbing 
outfit that United Fruit set up to replace all of these independent 
jobbers that were put out of business. 

Mr. Roosevetr. I see. Thank you. 

I ee gat colleague, Mr. Boggs, is here. Would you care to join us 
up here? 

Mr. Boaes. Thank you very much, Mr. Chairman. 

Mr. Roosrvett. We are presently hearing Mr. P. B. Elbaum, who 
is Feeruiens of the Banana Distributors, Inc., of Hartford, Conn. 

r. ELpaum. I am on page 3, sir, at the last paragraph. 

United Fruit replaced the banana jobbers in Massachusetts and 
Rhode Island with its own banana jobbing company called Meloripe, 
of which Mr. John Werner is president. Meloripe was the largest 
jobbing business in the United States with the most efficient and 
modern equipment in the business. 

When United Fruit set up Meloripe in 1934 every banana jobber 
in the country recognized the threat to his existence and the leverage 
this setup afforded United Fruit. The whip was really out for every 
jobber to see. 

United Fruit used its Meloripe Co. as a tool to help keep high, 
fixed banana prices in other markets. During months of poor sea- 
sonal demand United Fruit often dumped many carloads of bananas 
into its Meloripé Co. that Meloripe was forced to sell at a loss while 
United Fruit gained extra millions of dollars of profits from sales to 
jobbers like myself. 

I have before me some sales records of the pielepe Co., in 1950. 
For example, in August and in September the Meloripe operation 
which was the jobbing operation for the United Fruit, lost $33,000 in 
August of 1950, and $140,000 in September of 1950. 

78229—56—pt. 4 —-4 
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Mr. Arnotp. Would that be during a period when there was thus 
so-called dumping, as you alleged in your last statement, that they 
made the losses? 

Mr. Exsaum. Yes. The fruit company would dump fruit into this 
sequestered market operation of theirs in Meloripe, and lose money at 
the Meloripe level, but held the green fruit price right up there firm, 
and I would like to tell you about that. 

Mr. Arnotp. What would be the port at the seaboard where you 
pick up the Massachusetts bananas? 

Mr. Exisaum. There was a time before the war when the fruit com- 
pany used Boston as a port of discharging but now it is New York. 

hat is for Boston. 

Mr. ArnoLp. Did you both go to the same seaboard discharge 

oint? 

° Mr. Evsavum. Yes; if you are referring to myself, 

Mr. ARNOLD. You. 

Mr. Etsaum. Both Meloripe and myself would receive bananas 
from the discharge ports of New York or Baltimore and some of the 
southern ports occasionally. 

Mr. Arno.p. If they were dumping bananas in Massachusetts, 
there would be no reason why they could not wholesale price to you 
so you could get rid of some of them in Connecticut? 

_ Mr. Exsaum. Let me explain why they don’t. That is quite true, 
sir. 

Despite the advantages that Meloripe had from its parent United 
Fruit in the form of unlimited supplies, some favored prices, and 
Meloripe’s own sequestered market, the Meloripe Co. lost money for 
nearly 8 months of each year during the past 5 years. 

I refer you to the attached chart 11 for the year 1953 showing 
monthly profits and losses of the MeloripeCo. During 1953, Meloripe 
sustained heavy losses as a banana jobber during 10 months of the 

ear. 

. It is headed ‘“Meloripe Fruit Co., United Fruit subsidiary, largest 
banana jobber.”’ 

Mr. Roosevett. These figures, I presume, were taken from public 
record? 

Mr. Exvsaum. These are taken from records that was information 
reported to us in answer to interrogatories in a suit. 

Mr. RooseveE tt. I see. 

Mr. Evsaum. That is chart No. 11. 

During 1953, Meloripe sustained heavy losses as a banana jobber 
during 10 months of the year. 

In my opinion, United Fruit’s high and fixed prices are responsible 
for Meloripe’s losses as well as my own, but Meloripe’s losses were 
not real because United Fruit had the big profit on the green bananas 
securely in the other pocket. 

A few months ago United Fruit closed up its Meloripe Co. while 
negotiating with the Department of Justice for a consent decree and 
recently resumed sales of green bananas to jobbers in the Massachu- 
setts and Rhode Island area. 

Another result of United Fruit closing of the Meloripe Co. was the 
settlement of a $15 million private antitrust action brought by a 
Boston banana jobber in 1952. The plaintiff in this case told me that 
as a settlement for withdrawing his action he purchased one of the 
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Meloripe banana plants and the right to acquire green banana supplies 
from United Fruit. 

I’d like to read you from page 7 of the United Fruit Co. annual 
report for the year 1955, a statement regarding the settlement of this 
case: 


One of the two triple-damage law suits—referred to in the annual report of 
1953—a suit seeking $15 million damages under the antitrust laws, together with 
costs and attorney’s fees was abandoned by the plaintiff and judgment entered 
for the company. The United States district court in Boston ordered the com- 

laints dismissed without eost to any party and with prejudice in quotes so that 
the eharges may not be renewed. 

Outside of United Fruit there is no dependable alternative source 
of supply of quality green bananas for jobbers. Statisties on banana 
imports are misleading in one respect, that the figures do not show 
the proportion of quality bananas in the total tonnage imported into 
United States and Canada. 

United Fruit imports of green bananas into the United States 
averaged during the years 1948 through 1952 on a weight basis, 70 
percent of all bananas imported. 

I would like to refer you to chart 1 in this conneetion. 

Over these years United Fruit banana imports have been nearly 
10 times larger than United Fruit’s largest competitor, Standard 
Fruit Co. 

That chart gives you a comparison in average weekly weight in 
millions of pounds imported by both companies. 

As valued by the market of the last several years, few of the bananas 
imported by Standard Fruit come up to the market value of United 
Fruit bananas, and Standard Fruit considers only half of its banana 
imports equal to United Fruit quality. 

I would like to refer you to chart 4. In connection with the market 
value, here you see a graph or chart showing prices of green bananas 
first seaboard for the Connecticut market, seaboard in most instances 
being New York, but also New Orleans, Charleston, and Mobile, and 
each company, United Fruit and Standard Fruit, are indicated by 
their own characterization or symbol. 

And you will note that in 1947, both Standards and the United 
Fruit, held about the same price, depending upon the port, and as they 
increased their price through the years to 1949, they were pretty much 
the same. 

But in 1949 something happened. The United went straight across 
from 1949 to 1952 with a flat 7%-cent price with the exception for a 
break in October of 1952, while Standards, as you can see from its 
symbols, ranked in price from 4% cents up to 7% or 7.75 cents. So 
you can see the comparison of market value of the two companies so 
far as seaboard price for green bananas is concerned. 

me Rooseve.tt. What caused that break in 1952, in the latter 
part 

Mr. Exsavo. I really don’t know. It just continued for a month, 
and it was raised back up, and went its merry way for subsequent 


ears, 

And in the last year or so, there have been some occasional breaks 
in off season by United Fruit on the price in the Connecticut market. 
But it is a situation where although the ship will discharge in New 
York and all jobbers are billed out of New York seaboard, very 
frequently, during certain periods United Fruit will charge a company 
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like Mr. Masters’ company in New York two cents a pound less for 
the bananas than they will charge me for Connecticut, even though 
we both draw out of the same ship the same day the same ‘quality of 
fruit. And why I don’t know. 

Mr. Roosrvett. Thank you. 

Mr. Evsaum. Banana import statistics shown below were supplied 
by the Bureau of Census, United Fruit Co., and Standard, Fruit & 
Steamship Co. The total weight of imports have been converted to 
the equivalent number of 20,000 pound carload in each case. 

You see here an arrangement of figures from‘1948 to 1952 where the 
Department of Census has furnished in total weight, in billions of 
pounds, which have been converted to carloads of 20,000 pound units, 
the imported water-borne bananas into the United States. 

And besides that column of figures are the United Fruit share in 
equivalent carloads, and the percentage of the United Fruit for each 
year, ranging, as you see, from 75 percent down to 60 percent in 1952, 
approximately an average of 70 percent through those years. 

And beside it are the Standard Fruit imports, United’s largest com- 
petitor in carloads also showing a range from 8 percent in 1948, to 17 
percent in 1952. 
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Again, I point out that these figures show only the total imports in 
each case. In my opinion the United Fruit share of imports of first 
quality bananas exceeds 85 percent. United Fruit imports into 
United States and Canada total 2% billion pounds of bananas each 
year of these years. 

United Fruit’s control of this enormous volume of the best bananas 
is the reason my company cannot get the bananas needed to run my 
business. There is no normal competitive way to buy bananas from 
United Fruit. 

By the end of 1946 United Fruit was shipping my plants in Hartford 
and New Haven an average of about 12 carloads each week, a total 
of 600 carloads for the year. 

In February 1947 United Fruit’s John Werner issued through his 
assistant, J. H. Roddy, his official edict to my company to the effect 
that we had to discontinue sales of ripe bananas to my largest volume 
customers that were the backbone of my business because United 
Fruit wanted to sell them green bananas instead. 

The official edict also directed me to discontinue my sales efforts in 
the New Haven area. United Fruit enforced this edict by suddenly 
cutting off some of my supplies. : 

Mr. Rooseve tr. Was that in writing or verbal? 

‘Mr. Exvsavum. I talked to Mr. Roddy on the telephone and he said, 
“Effective such and such a date, you are ‘to do this or that and the- 
other thing.’’ ( 





DISTRIBUTION . PROBLEMS 49 


This was the first. of a long series of curtailments. I rebelled and 
fought back as best I could but the odds were too great and my 
business suffered accordingly. In this way United Fruit has made my 
business life a living hell. 

At the close of 1950, United Fruit had cut shipments of banana 
supplies to my company to 282 carloads for the year from peak ship- 
ments in 1948 of 720 carloads. This was a drop of 60 percent in ship- 
ments to my company. 

During this period, United Fruit executives gave me lots of double- 
talk about blowdowns, strikes, and foreign implications. Despite all 
their talk, United Fruit imports into United States and Canada were 
ouly 10 percent less in 1950 than in 1948, and shipments by United 
Fruit to all Connecticut customers were 2,600 carloads for both years 
1948 and 1950. 

Had United Fruit wished to do so, they could have easily supplied 
my company with the bananas I needed. 

My personal friendship with Mr. K. H. Redmond, president of 
United Fruit, goes back to 1939. I talked to him several times about 
my business problems with United Fruit, and he assured me that he 
could persuade John Werner to become more reasonable in his treat- 
ment of my company. 

Nothing ever came of his effort. 

In February 1952, I flew out to the United Fresh Fruit & Vegetable 
convention in session in Cleveland for the single purpose of begging 
Mr. Werner to change his tactics toward my company. In the privacy 
of Werner’s hotel room, I practically got down on my knees before 
him, but his reply was a lot of doubletalk again. 

United Fruit’s largest competitor, the Standard Fruit Co., was not 
an alternative source of bananas for my company, because Standard 
Fruit shipments of green bananas to all of Standard Fruit’s customers 
in Connecticut was less than my total sales for the years 1948 and 
1950. 

Mr. Carson. As a point of order—— 

Mr. Roosrvett. The witness will suspend for a moment. 

Mr. Carson. If you don’t mind suspending for a moment, I would 
like to be sure that the subcommittee appreciates not only is Mr. 
Elbaum a plaintiff in that private litigation, but he is now rehearsing 
his testimony in which I have his complaint. 

You are in effect trying a treble damage action here, and Mr. 
Elbaum is here at the time he was supposed to be making a deposition 
in New York under examination by my firm, as counsel for this 
defendant. 

I don’t think the committee does want to get into the trial of a case. 

Mr. Roosevetr. Let me say, first of all, this is in executive session. 
Secondly, we are certainly not trying the case. We are not deciding 
in ony way for or against Mr. Elbaum’s statements that are. being 
made 

He is making statements, of course, under oath before the com- 
mittee. As to their—if they are inaccurate at any point, he is always 
subject to perjury charges which may be placed against him if the 
committee feels that such a case should be proven, 

Mr. Carson. We are not interested in perjury, Your Honor. We 
want the case tried in the proper tribunal. 

Mr. Roosrve.tr, I would like to point out, we are not trying a 
case. He is entitled, as anybody, to come before a congressional 
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committee and state his complaint. If it happens to be the same 
complaint which he has made in court, the court will, of course, 
decide the truth or the nontruth of his complaint, and that is not our 
job. 

Our job is to hear the complaint and relate it to the legislative 
action which may or may not be indicated, depending upon the wis- 
dom of the committee and whether the committee feels that his 
charges have sufficient substance to justify legislative reeommenda- 
tions in the future. 

We are not, however, deciding in any way the truth or the justifica- 
tion of the charges which he is enumerating here. 

Mr. Carson. I realize that, sir, and I know you are in charge of 
your procedure, and I won’t interrupt again. t just wanted you to 
know this is a treble-damage suit that is being tried in New York, 
and Mr. Elbaum, under court order, should be testifying there. 

Will you take a statement from me at the close of the complainant’s 
testimony, because I would like to put on the record what the litiga- 
tion is. 

Mr. Rooszvett. The committee will be glad to hear you at that 
time. 

Mr. Carson. Thank you, sir. 

Mr. Roosrvetr. Mr. Elbaum, you may continue, sir. 

Mr. Ex.saum. Thank you, sir. 

Mr. Roosrveut. I might add, also, before you do, of course, Mr. 
Elbaum, that the appearance here by Mr. Elbaum is voluntary, and 
while we did set the time, there was no request for us to change the 
time at any time, and if he is violating a court order 

Mr. Carson. He is not. 

Mr. RooseveE tr (continuing). That is at his risk. 

Mr. Carson. He is not violating a court order. 

Mr. Exsavm. I should like to add that the deposition discontinu- 
ance today is by arrangement, and we have granted similar courtesy 
to the opposing side on previous occasions. 

Mr. Roosevetr. You may continue, Mr. Elbaum. 

Mr. Exsavum. The last paragraph of my statement on page 7, in 
which I state that the Standard Fruit Co. was not an alternative 
source of bananas for my company, because Standard Fruit shipments 
of green bananas to all of Standard Fruit’s customers in Connecticut 
was less than my total sales for the years 1948 and 1950, and I ask 
wi to refer to chart No. 8, which shows a comparison of United 

ruit’s shipments of green bananas to my company of 20,000 pounds 
per month, as compared to all of Standard Fruit’s shipments to all 
other Connécticut customers for thé same period, during the years 
1947 through 1952. 

Now, there is another side to the problem of United Fruit jobbers 
buying bananas from other importers as an alternative. en I 
purchased a few loads of bananas from another importer at a lower 
price than United Fruit offered, becatise I needed supplies to meet 
some competition in my area, United Fruit said to me that they no 
longer considered my company their responsibility for banana supplies. 

Mr. Steep. Pardon me. When you said United Fruit said to you, 
ar pin that down to an individual? 

Mr. Exsavum. Yes, sir. I can pin it down to the branch manager 
at Hartford. I can pin it down to thé man who is now president of 
United Fruit Co. Both of them told me that. 
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It is my opinion and knowledge that most banana jobbers supplied 
by United Fruit feared and supported United Fruit by not purchasing 
from other importers, regardless of price, because of threats of curtail- 
ment of supplies by United Fruit. 

I remember, and I was told by Mr. Redmond in September 1950 
that the banana market at the importers’s level was glutted every- 
where. Standard Fruit and other importers were selling green ba- 
nanas at ridiculously low prices, and offering consignment sales. 

United Fruit customers couldn’t buy from these importers because 
United Fruit was shipping them bananas that they felt they had to 
take, and at no reduction in price. United Fruit kept its jobbers’ 
ripening rooms full and their railroad sidings loaded with cars of 
bananas, so they could not buy from the other importers. 

The situation became serious for these smaller importers who were 
unable to find customers to take their supplies at any price, and 
according to Mr. Redmond, some of them walked out of their com- 
mitments with the independent growers in Central America. 

During this particular period of glut, my company was losing $5,000 
a month taking unwanted supplies at United’s fixed price. Mr. 
Redmond told me then that a Detroit jobber supplied by United 
was losing $14,000 a week and laughing about it. 

Yet less than 60 miles away from my Hartford plant, Meloripe, 
United Fruit’s own jobber, was selling ripe bananas to retailers in 
Worcester, Mass., at a fraction of the price United Fruit charged my 
company for green bananas at the New York seaboard. 

While Meloripe lost in its local area $140,000 during the month, 
United Fruit, being protected in its much larger area, made about 
$6 million on the green bananas sold to its jobber customers. 

I can point to another costly personal experience that came about 
from United Fruit’s policy of misrepresenting the quality of bananas 
sold to my company. In November 1948, United Fruit shipped me 
17 carloads of bananas in a single week. Eight carloads were of the 
same variety but of very poor quality. It came from Santo Domingo. 

Mr. Roosevett. Can I check you there? When you say they 
shipped you the carloads, actually you bought them at the waterfront, 
did you not? 

r. Expaum. On their allocation basis, they said, “You have got 
17 cars coming to you this week,” and 17 cars came. 

Mr. Rooseve tr. I see. 

Mr. Exsaum. Eight carloads were of the same variety, but of 
very poor quality. 

nited Fruit billed the bananas to me as first quality and at full 
price. We did not see the bananas until they arrived at our plant 
4 cays after the cargo was discharged by United Fruit in Charleston, 


“The bananas were very poor, and we suffered a large loss in this 
shipment. United Fruit’s own cargo report of the Steamship Argual 
on that date, from which shipments were sent to my. company, showed 


the quality of the bananas as graded by United Fruit employees to 
be as follows: 15 percent good, 40 percent fair, 45 percent poor. 

The report also shows that United Fruit sold 99.5 percent of the 
entire cargo as first-quality fruit at full price. Attached to my state- 
ment is a photostat copy of a seller’s substance cargo report. 
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This is not an isolated instance of misrepresentation of quality by 
United Fruit. Here are a few more typical examples of quality mis- 
representation from their own cargo discharge reports for April 1951, 
and I attach photostat copies of these cargo reports. 

The steamship Talamanca, April 2, 1951. Discharged New York. 
Guatemala west coast quality. The appraisal of the United Fruit 
inspectors of the bananas as reported on their cargo report, quality: 
65 percent good, 31 percent fair, 4 percent poor; 87.6 percent sold as 
first-class bananas. 

Mr. Steep. Pardon me, where is the source of your authority of the 
87 percent? 

Mr. Evsaum. Have you got the report of the steamship Talamanca 
before you, sir? It should be attached to my statement. It would 
be the first photostat, sir. 

You will notice under the column headed upturn, the first subcolumn 
of that major column, under the title “Green,” which is the characteri- 
zation United Fruit uses for its first-class fruit, the total number of 
stems under that cargo as green, 87.61 percent. 

Mr. Streep. Who issues this? 

Mr. Exisavum. This is a report made by the United Fruit itself, sir, 

Mr. Srerep. To whom is it made? 

Mr. Exsaum. Beg your pardon? 

Mr. Streep. To whom is it made? 

Mr. Etsaum. It is for the purpose of United Fruit’s own records, 
sir. 

Without taking your time to go down the list and read the typical 
examples, I will leave them to your own study. 

(The examples referred to are as follows:) 

Steamship Plaiano, April 16, 1951. Discharged Baltimore. Santa Marta, 
Colombia. Quality: 50 percent good, 40 percent fair, 10 percent poor; 96.7 
percent sold as first class bananas. 

Steamship Maya, April 17, 1951. Discharged New York. Guatemala West 
Coast. Quality: West Coast produced 83 percent good, 15 percent fair, 2 percent 

oor; West Coast purchased 50 percent good, 30 percent fair, 20 percent poor. 
he cargo contained 31,000 stems produced fruit and 17,000 stems purchased 
fruit; 79 percent of total cargo sold as first-class bananas. 

Steamship Santo Carro, April 20, 1951. Discharged New York. — Golfito, 
Costa Rica. Quality: 80 percent good, 19 percent fair, 1 percent poor; 96.5 
percent sold as first-quality bananas. 

Steamship Hibueras, April 25, 1951. Discharged Baltimore. Honduras 
(Fortuna). Quality: 50 percent good, 45 percent fair, 5 percent poor; 99.4 
percent sold as first-class bananas.) 

Mr. Extsaum. There are many instances of such misrepresentation 
of quality every month for every cargo every year. 

The banana jobber cannot protect himself against this practice and 
misrepresentation of quality of United Fruit because we cannot see 
the bananas when we buy them. The Department of Agriculture 
will not set. up standards of quality for bananas because United Fruit 
will not cooperate. 

_ Mr. Roosrvett. Mr. Elbaum, on that point, have you been legally 
advised that you have no legal protection against such misrepresenta- 
tion, where it is provable, as presumably it would be available to you 
to, prove it, as in this case? 

’ Mr. Exsavm. I don’t think-we have gone into the subject. I did 
talk to the Department of Agriculture, and simply learned that they 
had considered doing nothing about standards unless the importers 
would cooperate. 
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This matter of proof of misrepresentation has only come into my 
hands recently, within the last 2 years, sir. 

Mr. Rooseve.r. In other words, primarily your complaint is that 
there is no way to protect yourself against this misrepresentation be- 
cause of the lack of a standards system? 

Mr. Exsaum. That is right; that is quite right, and there is lack 
of inspection. 

You see, in the normal course of doing business in fruit and vege- 
tables, if you buy a carload of fruit or vegetables anywhere in the 
United States, or even imported fruit or vegetables, even of bananas, 
you can have a Government inspection on it, and that car must meet 
the standards which are set up by the Department of Agriculture, 
which are quite detailed. There is quite a good deal written on every 
single commodity, every perishable commodity. 

Here is a little pamphlet on oranges, and it goes into great detail 
as to the character that the merchandise must present in order to 
meet first grade or second grade, or whatever the case may be. We 
have nothing like this in bananas. 

Mr. Arnotp. One of the reasons for these rules or standards of the 
Department of Agriculture is to protect the consumer, let alone what 
the interests of the buyer and seller are. 

Mr. Evsaum. Well, it does all at the same time. In other words, 
a man buys poor quality merchandise, he does it knowingly, to sell 
at a price that he can get in an open, competitive market. He buys 
the best for the same reason. And the standards that he buys from 
a purchaser—for example, you buy a car of oranges from California, 
you can stop that car anywhere across the 3,000 miles of the United 
States that you choose, and get a Government inspection on it, and 
you can follow that car right across until it reaches your destination, 
and get a Government inspection on it. 

Now, it means that under the terms that you bought that car from 
the shipper, that you agree to take delivery at f. o. b. final acceptance. 
Then if there are any changes in quality, you really wouldn’t have.a 
legal leg to stand on. But the purpose of the inspection would be 
to say, ‘‘Well, now, look, friend Jim, this car vou sold me as U. 5. 1, 
it isn’t that now. Now, can you help me out?” 

This is what the Government inspection says. So you have a 
means of communication between businessmen that is open and com- 
petitive; and there is nothing like that in our business, and I know of 
this from personal experience. 

United Fruit engages in a number of distributing practices that 
saddles added costs onto us which we can’t get back in our selling 
price. Here are some examples. 

United Fruit charges the jobber a wharfage fee of 10 cents per 
hundredweight for bananas when the carrier is a truck, even though 
no charge is made if the carrier is a railroad. 

United Fruit places the entire burden of additional freight charges 
on to the jobbers who supply the Connecticut and New York area 
whenever it discharges bananas at other ports than New York. 
However, United Fruit charges us the same price for bananas without 
any consideration or adjustment for the additional freight charges. 

r. ARNOLD. How do prices, nationwide, compare as to bananas; 
are they uniform as to fairly large areas, or do they fluctuate in 
different areas? ig 

Mr. Evsavum. No, sir; if you are referring to the wholesale price, 
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or the jobber’s level, you will look at the Bureau of Labor Statistics’ 
figures, as I have through different parts of the country, and you can 
shoot a pistol down, it is so straight. 

Mr. Arnotp. Is there any element of a basing point practice 
involved in the wholesale price? 

Mr. Exsaum. The seaboard price is the price. 

Mr. Arnotp. Then, you say that we can say it comes—that is, the 
further it comes from the seaboard, the price remains the same? 

Ar. Expaum. Yes. 

Mr. Roosevett. It has to be observed by the jobber? 

Mr. Exsavum. Yes. 

Mr. Roosevett. There is a basing point. 

Mr. Exusaum. United Fruit puts protective polyethylene bags 
around the fruit in the Tropics. They used to charge us 20 cents a 
hundredweight for the bags put on the bananas. That was $40 a 
car, and they would include the weight of the bags in the car. You 
would pay for it again. 

Mr. Roosrevettr. You mean that the price went up by that? 

Mr. Exsavo. It did; right after they took off the bag price, it went 
up a quarter of a cent a pound. When they took off the charge for 
bags and strings, the very next day it went up a quarter of a cent a 
pound, to take care of it. Since then, the price—at that time, the 
price was around 8 cents a pound, plus 20 cents charge for the bags, 
and 2 cents a bunch for the strings, and the very next day it went to up 
8% cents. Unbelievable, but true. 

The way it seems to me is United Fruit makes the accurate inspec- 
tion of bananas impossible even by their own inspectors by the use of 
polyethylene bags and it adds insult to injury by weighing in the bags 
with the fruit and any bad fruit caught in them and charging for the 
same at full price. 

United Fruit distribution of its green bananas makes use of the big 
chainstores as a tool and places the burden of high banana prices on 
the jobber and the consumer. United Fruit favors direct sales to 
chainstores and supplies most all chainstore needs during the season 
of good demand. 

Chainstores do their own banana ripening and take both the jobbers’ 
and retailers’ margin. For about 3 or 4 or 5 months in the spring the 
retail banana price in chainstores is favorable to the consumer. For 
the remaining 7 or 8 months of the year United Fruit uses the chain- 
store tool to hold the consumer price up by charging a year-round 
artificial fixed price for green bananas to jobbers and chains alike. 
If there was a free market for bananas then the consumer, the inde- 
pendent retailer, and the jobber would get the benefit of low prices 
8 months of the year. 

United Fruit control of the supply of green bananas at high fixed 

rices puts the squeeze on the jobber throughout the year. United 
it, by holding high the price of green bananas at seaboard while 
encouraging volume sales at low prices at the chainstore retail level, 
forces the jobber into a squeeze. Jobbers’ margins of profit have 
poem eqacepen so that many months of the business year are operated 
at a loss. . 

I show you a comparison of profit margins of United Fruit Co. and 
its own Meloripe banana jobbing company for the years 1941 and 1950. 
These figures are based on United Fruit statistics and the Bureau of 
Labor Statistics for retail banana prices in the Boston area. 
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If you will refer to chart 10, please, you will see in 1941 that the 
margin of profit for the Meloripe Co., which was the biggest jobber 
in the United States, was around 10 cents a hundred pounds. That 
level marked ‘the jobber’s profit”? is Meloripe’s own jobber profit. 
And the price of the green bananas charged by United Fruit to Melo- 
ripe at that time was roughly around 3% cents a pound, and the margin 
of the United Fruit Co.’s profit at that time on bananas only was 
around $16 million, or 76 cents a hundred. 

The jobber, Meloripe’s own jobber, had only 10 cents a hundred. 

Now, we go over to 1950, when United Fruit imported into the 
United States and Canada 2,600 million pounds of bananas, which 
was not a great deal more than they had imported in 1941, and indi- 
cated on the chart, and here you see the Meloripe profit is non- 
existent—it is actually a loss of 34 cents a hundred for the biggest 
and most efficient jobber in the United States, and United Fruit itself 
has a profit of 3.3 cents per pound for every pound of green bananas 
delivered to jobbers at. seaboard. 

This highhanded and arbitrary manner of doing business and exact- 
ing high fixed prices from banana jobbers results in fantastic and fabu- 
lous profits for United Fruit. Most industrial companies doing busi- 
ness in this country are proud to disclose sales and profit figures to 
their stockholders and to the public. Notso in the case of United Fruit. 
Not once in the last 25 years has United Fruit disclosed banana sales 
or banana profits to its stockholders or to the public. The reason 
may become obvious to you from these figures. 

You will notice that I have there listed the United Fruit banana 
sales and the United Fruit profit on those banana sales. 

The figure of profit does not include all of the United Fruit profits, 
but represents about 85 percent or better, of their total net operating 
income. 

Mr. Roosnvetr. These figures are from where? - 

Mr. Exsavum. These figures were furnished by United Fruit them- 
selves. The percentage figures are my own calculations. 

These figures are on file at the clerks’ office in the southern district 
court of New York. 

As you will note, the percentage of profit for most of the years was 
over 40 percent, and before taxes. 

os Streep. How does this profit disclose itself as to per share of 
stock! 

Mr. Exsavum. I could pick up one of the company’s annual reports 
and perhaps get that information for you quickly. I am not certain, 
sir. Sometimes it is given. 

Mr. Sremp. The reason I asked the question, by itself it may seem 
like a large sum of money, but if it is compared against capital invest- 
ment of a certain size, and distributed out as a profit per share of 
stock, it might not be quite so large. 

Mr. Exvsaum. That may be true, but I would like to compare it to 
the percentage of profit on sales of its largest competitor. 

For example, in 1948 United Fruit’s profit, that is, the banana 
profit on sales befere taxes, was 46 percent. Standard Fruit profit 
was 13 percent, and Standard Fruit continued to be about 13 percent 
down through 1951. As a matter of fact, it increased to 15 percent 
in 1950, and it was 14 percent in 1951, but in 1952 Standard Fruit 
only had 3% percent profit on sales before taxes. 
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I have before me a manual which was given to the plaintiff in the 
former antitrust action in 1952. This is public property. It was in 
the clerk’s office at Boston, where that case was filed. It lists every 
one of United Fruit’s 46 subsidiary companies, and shows the gross 
receipts, gross income, asset value, and so forth, and also does another 
very interesting thing, from which I was able to get some information 
that may be of interest here. 

Mr. Roosrevett. Let me interrupt you for a moment. 

We are not, of course, trying the United Fruit Co. corporate struc- 
ture in any sense, and unless this discussion relates to the banana in- 
dustry, I do not quite think it is in order. 

Mr. Exsavm. It is all about bananas, what I am pointing out. 

Mr. Roosrevetrt. Are these subsidiaries in the banana business? 

Mr. Exvsavum. Yes. 

Mr. Roosrvetr. They are all in the banana business? 

Mr. Exisaum. Yes. The ones that I am talking about that are in 
this book are in the growing or selling business, or various capacities 
of the banana business for the United Fruit. 

Mr. Roosrvetr. Do they deal with the United States? Because 
the testimony up to this pomt has not brought in other corporations, 
outside of the one that you mentioned, the subsidiary that operates in 
New England. are the rest of these corporations, these Delaware 
corporatioas, do they operate in the United States? Do they reflect 
against your.com»laint as a small business? 

- Mr. Exvsaum. They are part of the profit picture of the United 
ruit. 

Mr. Roosrve.tr. How do they tie in to your particular operation? 

Mr. Exisaum. What I was saying here was the beneficial tax rates 
that come to the United Fruit, from what I consider an arbitrary 
setup, while most of us doing business in the United States pay a 
normal tax and a surtax, without such favoritism. 

Counsel suggests that I pass it over, for him to discuss. 

Mr. Roosgve.t. We will pass it over. 

What are you passing over now, so that I can also mark it out? 

Mr. Extsaum. This matter of the Western Hemisphere operation. 

Mr. Roossrvett. All right. 

Mr. Exsavum. In conclusion, I must add that I am familiar with 
the everyday competitive opportunities among wholesalers, growers, 
and shippers of fruits other than bananas. The privilege of competing 
for cuilids of apples, oranges, or any other fruit except bananas has 
never been denied anyone nor has the opportunity to sell these fruits 
when and where one chooses. Why can’t the banana jobber have the 
same rights? 

Growers, shippers, and wholesalers of the entire domestic and im- 
ported fruit line, except bananas, have the protection of standards of 

uality established and supervised by the Department of Agriculture. 
y can’t a banana jobber have the same protection? 
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I look hopefully to this committee to establish for all banana jobbers 
the same rights as businessmen that everybody else in the fruit busi- 
ness takes for granted. 

Mr. Roosrevettr. Thank you, Mr. Elbaum. 

Now, before we get into some questions which I think the committee 
would like to ask of you, let me just go over the exhibits again, as I 
presume you want the exhibits submitted for the record? 

Mr. Ex.savum. Yes, sir. 

Mr. Roosreve.tt. The ones on pages 58-62 are the Fruit discharging 
reports? 

Mr. Extsavum. Yes, sir. The first page is a little different from the 
rest, in the sense that it contains the Fruit discharging report infor- 
mation. 

Mr. Rooseve.tt. And it is your statement that these are photo- 
static copies of the originals; is that correct? 

Mr. Exsaum. They are photostatic copies of records furnished us 
by the United Fruit, sir. 

Mr. Roosrvett. Without objection, they will be made a part of 
the record. 

(The documents referred to are as follows:) 


Form 10 
Exhibit 2, 


8/s ARGUAL Voyage 22 Into NOVEMBER 16TH, 19 48-5:58 ai. 
Enroute 5 Deys 3 Hours 23 Minutes From SANTO DOMINGO (Produced) 


Wrerel Conditiom of Cargo GOOD Quality 15% Good, 40% Feir , 45% Foor. 
*Tpearance 


Total Number of Stems 23,450 . pes & Turmings 667 


OGMMENCED DISCHARGING 7:00 a. M, TEMPERATURE _— 48 
SIKESHED DISCHARGING I2dioon iM. THPmatuns _ 68 


Car Initials NRC.  mmber 152% Date Ordered Sold November 15, 1948 


Contests 423 NINES Grade _ 25, 4659 Weight 60.8 average 
Osher Averages si - ~ General Average 59.2 
Condition of Fruit Loaded im this Car was GOOD Quali ty_ FIEST CLASS 


Asking Price 36-50 Sola For $6.50 Seaboard 
ATLANTLC COMMISSION CO. INC. 
Conai gnee s/o THs GREAT A.& TP. TEA . SIDING pestination SPRINGFISLD, mass, 
ROUTE SOUTHERN RY., POTOMAC YARD, PENN., GREENVILLE HoJey N.Y.N.H& He, SPRINGFIELD, B.& M. 
RRLARKS: 
AGE: _8, wilted. Age of fruit when Steamer sailed ~ 8 to 45 hours. 


CLEANLINESS: 20% scarred, 5% butt rot, 5* insect injury, 35% speckled, 15% yellow scale, 
Se. residue 
thin 


Steamer turned cut 25450 stems, 40 care Green, 1 Mipe. 

50% showing hollow in center of tip end of stalks from 1/4" to 1" in dismoter, 
extending fran 2" to 6" in depth. 

Tropics loaded and ineluded in invoice 144 Broken Stems. 
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FRUIT DISCHARGING REPORT 
(Prouuced anc Purchased) 


s. s.__Talamanca _vovace _& anmiven ar__ew York __—_—s ems Gunteaala(.est cast) 


Date we aabenennacoum apna rovre_._ 5 _ bars forth wours. 20. minures 
a on arT . 


“ee i 
{Ten Ler even 75 % eee 2: 


eemuaneeemeemeta:-30s—ni) ted _107-Short_Pineered— incl —2%-Severe —___ 
cuts Lack qe: daphne gmetad la nena nL se 


cae IIR i I a rei ee nie a ate 
MAXIMUM —— Aetna eatrrneues ee ie ve le 
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FRUIT DISCHARGING REPORT Santa Marta 
Prod, & Pur, 
ss Platene vornce 5 anmved avr_Baltimore, wi... pen Colo, 
«ore 4/16/21 toon EE en novre. 5. wavs. 20... nouns MINUTES 
STAMTEQ OISCrARGING VALE . . moun 30k ar_Pler #1 Pratt ‘eed WHARE 
FINISHED DISCHARGING: DATE (a. elie ede oon srawsrerninc | 5:30 Pw 
sraveoones United Fruit Gompany _ 


Sete IRS, AR intatisereccnier renin tetictmalinaanininaianainaiaitiltin iit ats ilps 


GENERAL CONDITION Good = 1,725 Tarsing ~. 109% id pe 
i 


STEAMER LoapeD To SY 8 % Capacity 7 
% SEVE:. 


Se STEM END Re. 


orane -__ Traces; ran___10_ _——'¢ & — Os eer ene 4 50 eur Fue 


CONDITION OF WEATHER DURING OVscHARGE Rain & Cook 


MAXIMUM sitenttsieinat eta baINIMUe SS (oe —_—— 


MISCELLANEOUS PRODUCTS: -- COCONUTS — INVOICED 
PLANTAINS -—INVOICED 


REMARKS: — 
© Inc. 62 stems trimmed & bated account to ripe to ship. 
208 Wilted 
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FRUIT DISCHARGING REPORT 


s.s..Maya ss vovace _5_ ammiveo ar___Now Yer _ rom __QGuatemala(sest Coast) 
DATE Apri2-27,-1952— vour_Bal5am__ an roure____6 wavs _15 nouns 15 — 
STARTED DISCHARGING: DATE April 17,1951 nour Gem ar 
FINISHER DISCHARGING: DATE — _____ hour rorwarp 5g 

______ SHIP SIDE CHECK __ __ 


| Reoe 





5 6 


Cae a lasee he Loa tL oat > | 
GENERAL CONDITION ee edd an santihs athe 


STEAMER LOADED TO — §§ CAPASITY “> BANANAS __ __. "? GENERAL CARGO 
GENERAL appearance GOOD 13‘; scarren inc. 2% SEVERE % SPOT INC. % SEVERE 


quatity:-—___ @3  “; goon —_—] 5——-'; ram ______.4 % room ___........_.% STEM END RoT 
“WK —% rent pune %__ @_% rue MH 


CONDITION OF WEATHER DURING DISCHARGE __ Cloudy 


TEMPERATURE OUTSIDE AIR:— inne I ceases OOOO a Ih at 
DECK FRUIT FORWARD. sar _ OLD BREAKS 


MISCELLANEOUS PRODUCTS:——- COCONUTS—INVOICED 
PLANTAINS——INVOICED 


REMARKS:— Condition, Poor - 2% Rips additional 9.5% Turning 
Appearance, Poor - 49% Scarred - incl 17% Severe 


Wilted, 45% 16% Short Pingered - incl 5% Severe 


Quality - Good 50% G@rade- 1% Pull 
- Fair 30f 64% Pull 3/4 
- Poor 20% 32% Light Pull 3/4 
B 3/4 
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FRUIT DISCHARGING REPORT 


naan) 
ae 
s wase 
3 a 


em 
Le 
tl | 


etx 


O 


ii 
if 


| as | ; c eed See. et Tae dS ag 
STEAMER LOADED To Capacity eee 
Gencrar appcamance Good __5 < scanmen inc.__]._% severe % SPOT INC. _—s‘% SEVERE 


quaurry-—__._ 69 _ *, eooo _____ 9% ram sd room CC STEM END ROT 
—__ 8 re dt KR eer ee & 19% PL & 2% PL 


sreeweecmenemnen 2%. Wilted _ 2% Short Fingered _ si Open Hamded 


conmrmen or wearnen cute! winciowen 2. Clear amt MON 


TEMPERATURE OUTSIDE AIR—  waximum AQ eee 
SBT 


= © a 9 
MISCELLANEOUS PRODUCTS:— COCONUTS—INVOICED UNLOADED 
UNLOADED 


78229—56—pt. 4-5 
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FRUIT DISCHARGING REPORT Fortuna 
Tela, Prod. & Pur. 
Hibueras -_ vovace _ 6 anniven at 
oe oe Hour 
STARTED DISCHARGING: DATE 
FINISHED DISCHARGING: DATE 


a elas er oe dE = SE 
sas} —} — a fae | 658 /80.9 
tT age ol 3407 | 


"% To our a0 26 
~ ib Zied} 
’ @ewarar conortion Good = Turning .17% = 
STEAMER LOADED TU 83 % Capacity = a, Me sananae i >  _¢ 
Gawenat appcanance FOLP 15 «; SCARRED inc. TFAC®~ severe__ = __‘% spor inc. _=___% SEVERE 


quaurry:— ___ 50, coon 45 ram 5 Poon et STEM END ROT 
Grace:-—__ = oy Wa san 006... .¢ sgpee aime. 96. Sin Soma: 8.2. ee. 


SPECIALS MADE FROM 


CONDITION OF WEATHER DURING DISCHARGE 


_ TEMPERATURE OUTSIDE AIR: — CN cee ll teens OI i ie i aca la 


DECK FRUIT FORWARD arr OLD BREAKS FRESH BREAKS 


46 
ole 
MISCELLANEOUS PRODUCTS: COCONUTS—INVOICED 
PLANTAINS—INVOICED 


Rust 
15% Curved Butts Inc. 5% severe. 
108 with 1 to 3 mtilated & broken fingers on cach. 
10% Yellow bleached out area. 


E. F. Spori Jr. 
Manager 


care April 27, 1952 


Mr. Rooseve t. First, Mr. Elbaum, may I take - with you your 


conclusion here. The first point which you make is that the privilege 
of competing for supplies of various other fruits is denied the banana 
jobber or distributor. 

My question would be: How do you think this committee can, 
ao a legislative point of view, assist in securing that opportunity 
or you? 

Mr. Exsavo. I think, first, if this committee took the position of 
getting the Secretary of Agriculture interested in the setting up of 
standards with the importers of bananas 

Mr. Rooseve.t. That is the second point, but the first one had to 
do with the availability of supply, and I am not quite clear in my mind 
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on that—I will come to your second point in a minute, because I want 
to discuss that with you—but it seems to me that this committee is a 
little bit out of its depth when we try to set ourselves up legislatively 
to go after creating a source of supply. 

Mr. Exsaum. Well, I don’t think that is necessary. If the Justice 
Department’s suit against United Fruit was prosecuted, 1 think the 
question of supply would solve itself. 

Prior to the war the Fruit Co. had two types of selling going on, one 
in auction, one at private sale. 

As Mr. Masters indicated to you before, you had to take your 
choice, buy at auction or buy at private sale. 

That should not be necessary. A man should be able to buy at an 
established auction or private sale, as he does all other fruits, and 
I think if that were done the banana market would find its level. 

It is true at times, when we pay more money for bananas—but 
every businessman would have a right to compete for supplies by 
price and quality, and there would be times, too, when United Fruit 
would have to sell for a lot less, without question, and there again 
competition for supplies at lower prices would take place. 

Mr. Roosrve tt. In other words, if you could remove the threat of 
nonsupply or the threat of making you discontinue because they 
could put into practice a fluctuation of your supply 

Mr. Evsaum. Well, it is an allocation of our supply. 

Mr. Roosevett. Or an allocation, and set up a system of competi- 
tive bidding for the supply, which would be open and fair, you feel 
that, perhaps, a good part of your troubles would be over? 

Mr. Exsavum. I think the price situation would take very good care 
of itself. I think United Fruit itself could make more money. 

Mr. Roosevett. Well, of course, 1 am not competent, and perhaps, 
I am not sure you are competent either to decide that. 

Mr. Eisaum. Probably not, sir. 

Mr. Roosrvett. But have you studied a bill which this committee 
submitted numbered H. R. 8395 

Mr. Exvsavum. No, sir. 

Mr. Roosrevett. Which was entitled “A Freedom of Choice 
in Trade?” 

Mr. Evsaum. No, sir; I have not. 

Mr. Roosevett. The point of the bill is to protect distributors from 
direct and indirect threat in the delivery of their supplies, especially 
where the supply is limited to a single source or to a limited number of 
sources. 

I wish that you would give some thought to that and give the 
committee the benefit of your opinion as to whether that would be of 
some assistance in solving your problems along this line. 

Mr. Exspaum. You flatter me, sir, in asking me for my opinion. I 
should be very glad to do so. 

Mr. Roosrvett. In relation to the second point, the second point 
you have have made with the Department of Agriculture, 1 feel 
personally that is a point which the committee could well explore; 
and, without objection, counsel will be asked to ascertain the possi- 
bility of having a representative of the Department of feaase 
come up and Shinvens that with the committee, as to its feasibility 
and as to the reasons why or why not they cannot conform to that 
— which you have made. 

r. Steed, do you have any questions? 
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Mr. Streep. Are you familiar with the way banana boats are 
unloaded? 

\ Mr. Exsavum. Not very well, sir. I have seen a few cargoes dis- 
charged. 

Mr. Sreep. It does require special equipment, does it not? 

Mr. Exsaum. Yes, sir. There are conveyers. It has been modern- 
ized a good deal in years. There was a time when most of it was 
—- laborious work for labor, and today conveyers do a very successful 
job. 

Mr. Steep. Do you know whether because of that it is only possible 
to unload bananas at ports where they have special equipment? I 
mean, is the port of entry more or less limited by the equipment in 
the port? 

Mr. Etpaum. Well, yes. It would have a serious effect on bananas 
not to have good equipment to unload bananas. 

Mr. Streep. The purpose of my question is, you mentioned the 
wharfage charge for trucks as gaainst that for railroads. I only 
visited a banana-unloading dock once in my life, and it was my 
impression that the facility was developed to handle railroad cars. 

Could it be that the charge for the trucks is because it does require 
special or additional handling over and above what the dock facilities 
were constructed to do? 

Mr. Exsavum. I don’t know the reasons, sir, but I do know that 
both cars and trucks are unloaded with bananas with equal facility. 

For example, at Weehawken, N. J., the present unloading facility 
the United Fruit has in New York, and that the charge exists, and the 
reason for it, I do not know. 

Mr. Steep. I suppose United Fruit could give us a better answer 
to that. I just did not know whether the moving of a truck into the 
dock had imposed any additional cost or problem. 

On page 2 of your statement, in the second paragraph, you said: 

He also decides the prices United Fruit charges for green bananas, and in the 
case of my own company fixed the customers and territories wherein I could 
compete with my own jobbers. 

' Was that done orally or in writing, or how did they fix your 
customers? 

Mr. Esau. It has reference to this official edict which was given 

to me on the telephone, and in which I was told that these customers 
that I was supplying would have to provide their own ripening facili- 
ties, and buy green bananas from United Fruit, and go into business 
themselves. 
. And in the case of the action concerning my territory, I was supply- 
ing some subjobbers or wholesalers who took my ripe box of bananas, 
such as you see here, and delivered them or sold them themselves to 
retail stores; I was told that I couldn’t sell certain jobbers because they 
were going into somebody else’s territory and interfering with them. 
' Mr. Srexp. Now, in the case of these two particular customers, did 
you discuss with any agents of United Fruit as to their reason for 
preferring to deal directly rather than through you? 

Mr. Evsavum. Yes, I did. 

Mr. Streep. What reason did they give you? 

Mr. Etsavum. They said that this was a matter of their own busi- 
ness, and that they didn’t discuss their business with me. 
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Mr. Streep. Well, was it apparent that the company gained any 
appreciable benefit by dealing direct rather than through an estab- 
lished broker, profitwise or otherwise? 

Mr. Exsavum. It may have felt that in one case, one of the customers 
was a large chainstore, that had given up its ripening facilities during 
the war, and it may have decided that it would have been better for it 
to sell the chainstore directly in order to use the chainstore tool that 
I have described. 

Mr. Streep. You mention down in the next paragraph the fact 
that United Fruit gives no franchise or contract agreement, but 
that it imposes ‘‘conditions of sales,’’ there. 

Are those conditions of sales in writing or how are they imposed? 

Mr. Exsavum. Yes, they are, and I am sorry I did not attach it to 
my statement. 

On the back of each acknowledgment for the allocation that they 
are going to send you in any particular week when they are allocating, 
it is a statement of conditions of sales. 

Mr. Srexep. Could you provide the subcommittee with an authentic 
copy of that? 

Mr. Exvpavum. Yes, sir; I shall. 

Mr. Streep. I think that is all. 

Mr. Roosrvett. Mr. Boggs, do you have any questions? 

Mr. Boaes. No, thank you. 

Mr. Roosrvett. Mr. Arnold? 

Mr. Arnotp. No questions. 

Mr. Roosevett. Mr. Dalmas? 

Mr. Datmas. No questions, Mr. Chairman. 

Mr. Roosevett. Mr. Elbaum, I have one other question I want 
to ask you on the list of charts here. 

On the list of charts here that you have submitted, chart No. 9, 
am I correct in interpreting that chart to mean that during the year 
1950 the price of United Fruit green bananas per pound seaboard 
price Lg Connecticut remained exactly the same although the amount 
varied? 

Is the second line the amount delivered or what is that? 

Mr. Exsavum. Yes, sir; that is the incredible part of that chart, 
which is the extreme variation of United Fruit ed shipments into 
Connecticut weekly, and the fixed price for the 12 months of 1950, for 
all Connecticut customers. 

Mr. Roosrvetrt. In other words, regardless of the demand, the 
price remained the same? 

Mr. E.saum. Regardless of demand and supply the price remains 
the same; yes, sir. 

Mr. Roosevett. And, therefore, your point is that through these 
threats, alleged threats and other operating procedures, that in essence, 
regardless of price and demand, there is a price-fixing 

r. Expaum. Yes, sir. 

Mr. Roosrve.t. Procedure? 

Mr. Exvsaum., Yes, sir. 

Mr. Arnotp. You do not have the demand curve or figure on that 
chart. But would it not be possible, if I understand your testimony, 
for instance—there is a definite fluctuation of demand between 4 
months and 8 months. 

Mr. Exsavum. Yes; that is quite true. 
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You see the reason for that is that starting with the latter part of 
February and going into June you have no impact, you have no impact 
during the season, of other fruits, of the banana season. 

It is when in late June, July, that the other fruits come in and make 
their impact and continue through August and September, and 
although the weather is good weather for selling bananas, you are 
confronted with the impact of competitive fruits. 

Then, in December and in January, those are two very difficult 
months in November for handling bananas, even though there may 
not be many other fruits around, for the reason that a banana is a 
very delicate fruit as far as temperature is concerned. 

In the ripening business our temperature controls operate between 
56° F. and 76°, 78° F. 

A temperature below 56 on yellow bananas for any length of time 
will discolor them and affect their sales appearance. 

By the same token a higher temperature than, say 80 or 82, will 
cook bananas, and also in the ripening process never develop their 
proper color, and they will remain soft. 

So we have a very difficult problem. 

We are really manufacturers handling a very perishable commodity 
in a very narrow range limit. 

Now, to come back to your question, if you look back at chart 11, 
you will see that Meloripe itself could only make money in the begin- 
ning of the season. 

Actually, this is a year when Meloripe, because of the fixed high 
price, lost money practically the whole 10 months of the 12 of the 
year. But from other Meloripe curves that I haye—yes. 

You will notice that the curve also shows the various price levels of 
Meloripe, that it changes at the retail level, but the price at the 
jobber’s level doesn’t change. 

There is Meloripe with a low price in January, selling ripe bananas, 
as I do as a jobber, selling them for 11% cents a pound, and getting 
their price up to 13% cents a pound in February, and also in later 
months of the year, but it at least varies some, even though Meloripe’s 
market was a sequestered market of the fruit company’s zone. 

But in our business the way it works with us as an independent 
jobber meeting other independent jobbers at competitive levels in 
our territory, the best price that we can get usually runs from March 
April, May, June, and if we have supplies at that time, if we could 
compete for them, so we could acquire them, we could sell and make 
money, and if during the rest of the year we could acquire supplies 
at a price which was, in fact, competitive with other fruits and vegeta- 
bles, we could acquire those supplies at that price and meet that im- 
pact and make money. But the reason we can’t is because we cannot 
acquire the supplies at a lower price during the off season. 

Mr. Arnotp. That is another level of competition. You cannot 
compete with other substitutes such as apples. 

Mr. Exsaum. Well, you cannot even compete in the banana bus- 
iness because you are buying the stuff up here and you have to sell 
it down here to get rid of it. 

Mr. Roosrve tt. I think Mr. Steed has one more question. 

Mr. Sreep. You said you worked for several years for United Fruit? 

Mr. Exsavum, Yes, sir. 

Mr. Streep. Did any of your employment take you into the areas 
where bananas are grown? 
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Mr. Exvsaum. Not as an employee, sir. 

Mr. Streep. Have you visited the banana plantations and know 
about that? 

Mr. Exsavum. No; unfortunately, I have not. The one trip that [ 
made to the Tropics was on the advent of my honeymoon, and I only 
got to Puerto Cortes at 2 o’clock in the afternoon on a fruit company 
ship, and left at 2 o’clock the next morning, and that was the only 
opportunity I had to see the Tropics. 

Mr. Srrexzp. The purpose of my question was to inform me as to 
whether or not a banana crop has to be harvested within a given time, 
and that the producer hasn’t got the choice of when he brings the 
crop to market. 

Mr. Roosrvett. I think, perhaps, that question would perhaps be 
better addressed to the representatives of the United Fruit Co., don’t 
you, unless the witness has first-hand knowledge? 

Mr. Exsavum. I have no first-hand knowledge. I only have an 
opinion on that, sir. 

(Discussion off the record.) 

Mr. Roosrvetr. Thank you, Mr. Elbaum, very much. We 
appreciate your presence and your very interesting testimony. 

Mr. Smith, you are the next witness. 

Mr. Smiru. Yes. 

Mr. Roosgvett. And it being now roughly a quarter to 12, do you 
think it will take you much more than a half hour to finish your 
testimony? 

Mr. Samira. As far as my side of the table is concerned, I can 
handle it in that time. It depends on what you do from your side 
as to whether it extends. 

Mr. Roosrvett. Mr. Smith, if it is all right with you, we will let 
you proceed now. 

The next witness before the subcommittee is Mr. Blackwell Smith, 
attorney from New York City. 

Mr. Smith, will you raise your right hand, sir. Do you solemnly 
swear the testimony you are about to give before this committee shall 
yah truth, the whole truth, and nothing but the truth, so help you 

Mr. Samira. I do. 


TESTIMONY OF BLACKWELL SMITH, ATTORNEY, NEW YORK, 
ee Oy 


Mr. Roosrvetr. Mr. Smith, before you proceed, will you, for the 
information of the committee, state whom you represent at this time 
before the committee. 

Mr. Surra. I am speaking in this connection as counsel to Mr. 
Elbaum, your latest witness. 

But I would like to set the position a little differently than Mr. 
Carson said it in this respect: 1 have made every effort here in pre- 
paring my remarks, and will in my remarks, to stay entirely clear 
of the litigation that Mr. Carson is concerned about. 

We have come here as witnesses on account of the several functions 
of this committee as investigators, as legislators and as, in a sense, 
Se of the public interest, in ways which transcend the particular 

awsuit, in that that actually is not so much involved as might be 
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supposed, because that lawsuit will, under any circumstances, come 
to trial before the Department of Justice suit that is also filed, and the 
usual effort that people suppose a plaintiff in an antitrust suit is making 
to gain a free ride is not favabrat 

We have gone out on a limb by ourselves, and that procedure stands 
on its own bottom ahead of the Department of Justice suit, and we 
seek to gain no free development of evidence nor in any way to change 
the course of events. 

We do, however, apart from that private litigation, seek to bring to 
the attention of the committee, and hopefully thereby to influence 
the course of public-policy development the importance of the Depart- 
ment of Justice actively going ahead, as it has not done actively in the 
past, because if the Department of Justice litigation is dropped or 

uietly settled in a way that leaves the monopoly in the nace, we 
eel that all banana jobbers, and we are trying to be as typical as we 
can and not bring it down any more than necessary to our own situa- 
tion, will still be at the mercy of the monopoly, and we feel that is a 
matter of great concera to a very considerably sized industry. 

We also feel that it may be that the legislative function, either as 
investigators or as actual legislators, may be necessary here; and what 
I seek to point out has to do with these broader questions rather than 
a private litigation. 

Mr. Rooseveur. Mr. Smith, let me say there that the committee 
appreciates that point of view, and would have to insist upon it. 
And, may I also point out that we do not want to be put in the posi- 
tion of trying the specific case which the Department of Justice now 
has pending under consideration. 

Mr. Smrra. Right. 

Mr. Roosrve.t. We are interested, of course, in the broad aspects 
as to whether or not actions by the Department of Justice properly 
protect the public interest, and in this instance the small-business 
men who are the jobbers. 

Mr. Smirxa. The matter of concern in this situation is very differ- 
ent from the normal one partly because of the pressure for secrecy 
that you have noticed in this particular hearing, and which pervades 
the whole picture of the United Fruit history. 

The absence of figures on how many bananas are brought into the 
United States by weight, which is the way they are sold, the absence 
of figures as to the amounts of different quality, and the absence of 
the figures as to the profit made, the amounts at any given moment 
available in the market, the impossibility of gaining facts by looking 
at the fruit before purchase, all of these things are typical of the 
situation that we confront, and I hope the secrecy disappears in the 
near future. 

I will read my statement partly, in the interests of keeping to the 
time schedule that you waawevined: 

What relief is needed to cure the banana monopoly? 

This is the question which I am addressing, based on the factual 
presentations of other witnesses before this committee. 

Clearly, the relief needed by the little-business men known as 
banana jobbers—as well as little retailers and the consumer—cannot 
be looked for in any gracious voluntary act of the banana monopoly. 
There has been ample opportunity for voluntary relief, and it has 
been often promised, but not delivered. Voluntary relief theoretically 
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could be obtained by the Department of Justice in its pending antitrust 
suit against this monopoly. The trouble is that on the face of the 
facts there is a contradiction between any idea of adequate voluntary 
relief and the facts portrayed by the witnesses. 

What I mean is this: That the primary need here is for a free market 
and this need cannot be reconciled with leaving the monopolist in the 
driver’s seat. Consent by the monopolist could hardly include his 
getting out of the driver’s seat. 

On the facts presented, this monopoly is an unusually cynical one, 
which takes every monopolistic advantage of the United States small- 
business man, while it assumes that its power can be preserved by 
meeting all governmental corrective efforts, including this committee 
hearing, with vague hints of “foreign implications” and by seeking to 
divert attention from its sins by dragging the usual tired old red 
herring across the trail. The monopolist can hardly say with a 
straight face that monopolizing of a great American food industry is 
justified by a purported contribution in Latin America to the fight 
against communism. 

But that is the implied basis for the charmed life of this monopoly 
under the antitrust laws. Can it be that the monopolist is so steeped 
in communistic war tactics that crude power is all that he under- 
stands? 

Under the policy rules announced by the Department of Justice 
this monopoly would appear to be one calling for criminal as well as 
civil relief, because of the extremes of per se violations indicated, 
including the most extraordinarily neat and rigid price fixing, as 
clearly shown by the charts presented. 

There is also here presented a fabulous number of restrictions of 
competition, whereby this enterprise bolsters its fixed price. This 
pattern of competitive restrictions is also used to protect the exorbi- 
tant profits of this integrated monopoly. The list of monopolistic 
abuses by United, of which an outline is attached hereto, has hardly 
been paralleled in our lifetimes for any single monopoly. 

Mr. Roosevetr. Very well. 

(The information to be supplied is as follows:) 

There is also here presented a fabulous number of restrictions of competition, 
whereby this enterprise bolsters its fixed price. This pattern of competitive 
restrictions is also used to protect the exorbitant profits of this integrated monop- 
oly. The list of monopolistic abuses by United, of which an outline is attached 
hereto, has hardly been paralleled in our lifetimes for any single monopoly. 

In considering any voluntary relief, the main question should be whether the 
things that have happened indicate that a new day of fair treatment could be 
expected in line with any consent decree. The opposite is the case. history 
indicates that every advantage possible would be taken by United to crush those 
who had not knuckled under to its monopolistic dictates. 


PREYING ON SMALL BUSINESS 


While claiming special privilege under our antimonopoly laws as the protagonist 
of free enterprise in Latin America, this monopoly has ganged up with national 
chains to put small-business men at home in a hopeless spot, in both the jobber 
field and in the retail field. 

This is not the case of an unavoidable economic hardship to the little-business 
man, merely traceable to chains buying at jobber prices and displacing middlemen. 
The banana jobber and the little retailer would fend for themselves if they had 
only to meet the chains without discrimination in an open market. But this 
banana monopoly does not permit that opportunity to the small-business man. 

' The essentials of success in the banana industry are supplies at free market 
rices and of good quality and suitable quantity, at the times when needed. As 
Jnited Fruit says: 
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‘‘And bear in mind that banana jobbers can hardly be expected to make the 
necessary costly investments in modern ripening rooms and trucks, not to mention 
salesmen and other personnel required to maintain a banana business unless they 
can be reasonably assured of regular and dependable deliveries the year round.” 

The national chains get these essentials (excepting a free market price), by 
favoritism of the monopoly, while the little-business man is discriminated against 
in these essentials. 

The chains may be willing to let the specialized function of processing bananas 
be done for them by the banana jobbing specialists at the jobbers’ own heavy 
cost in facilities and at his own risk of losses. But this monopoly (except for a 
few special favors to larger jobbers) reaches out past the jobber to his customer, 
the food chain, and removes the chains’ freedom of choice as to where it is to get 
its service of banana processing. The national distribution monopoly known as 
Fruit Dispatch dictates the choice to the chain. In return for acquiescence, the 
chains get the breaks on good fruit without the tie-in sales of poor fruit forced on 
little jobbers. Also the chains are served when and as needed. The little jobbers 
cannot meet this sort of supply discrimination in favor of the chains. 


MILKING THE SMALL-BUSINESS MAN AND THE CONSUMER 


In the integrated organization of the banana monopoly, with its 46 companies, 
you can see where the cash music goes in, but the systematic hiding of essential 
facts makes it difficult to see where the profit music comes out. But, let us 
examine the protected layer of this integrated organization that is United Fruit, 
itself, buffered from competition by the national distribution monopoly consist- 
ing of its 100 percent subsidiary Fruit Dispatch and, until recently buffered 
further by Meloripe, its 100 percent owned jobber monopoly in the New England 
area, 

The profits of United Fruit clearly show the extent of its monopoly power. 
General Motors, on the same basis would have earned profits of almost $4 billion 
last year, before taxes. The unprecedented profits of United Fruit, which come 
from its increasing and maintaining fixed prices by use of the leverage of its 
monopoly power over supplies, have to be paid for by someone. The price is 
paid by the small-business men and the consumer. The chain stores, having 
two layers of markup (both the jobber and retailer percentages) have no problem. 

The aphorism “what goes up must come down”’ does not seem to apply in the 
case of United Fruit. In a free market, of course, prices that go up, in times of 
good demand and short supply, come down in times of poor demand and long 
supply. Not so with United Fruit. Until antitrust suits were started in New 
England and then belatedly—by the Department of Justice—postwar first-class 
banana prices were never reduced by United, with the exception of a brief price 
slugging season in Baltimore in 1952. 

Since two-thirds of the vear in the United States are poor demand months for 
bananas, the price of any free commodity would naturally fall during two-thirds 
of the year, but not United Fruit prices. 

The consumer price, set by national chains, stays about the same because the 
chains purchase price from United stays the same. 

Jobbers have to take an impact from the soft markets because they are competi- 
tive and the soft market hits them, but the United Fruit price to the jobbers has 
traditionally stayed up all the time. The result of the position this puts the 
jobber in is shown by the Meloripe figures you have received. The jobber takes 
the impact. 

The further unnoticed point is that the United price, when connected up with 
the national food chains’ well-known standardized low markup policies is not 
only establishing a ceiling, but is also setting a floor price for consumers. Re- 
cently, during the bad weather, 2-cent fruit was sold in the New York area to 
recipients chosen by the Fruit Co. This is certainly a startling break, but even 
here, there being no free market, the effect of this 2-cent fruit was not permitted 
to spread to the market. If a free market had existed, it would not have been 
possible to hold an arbitrary flat 5-cent price for chains and jobbers generally, 
while unloading 2-cent fruit under careful control, where desired. The consumer 
would have been able to buy 10-cent bananas under the most liberal markup 
over 2-cent bananas, but since the market was well controlled the consumer still 
pet cnarace upward from the 13%-cent price (2 pounds for 27 cents) advertised 

y the chains. 

This is a big food product, almost as big as apples. Remember that the United 

States buys each year 2) billion pounds of United bananas. So every 1 cent of 
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overcharge for the consumer or the jobber makes a difference of $25 million per 
ear. It can be shown that this magnitude of overcharge has been taken by 
nited for many years. 


FRAUD ON THE UNITED STATES TAXPAYER 


The extent to which United will go in taking advantage of the United States— 
where it thinks it can get away with it, is shown by the United Fruit tax story, 

The monopolistic concessions and franchises of United in countries like Costa 
Rica, Honduras, etc., covering their railroads, docks, prime lands, etc., are paid 
for by private profit-sharing agreements worked out by United with these govern- 
ments. 

United, using what it calls “industrial statesmanship,” bargains for a percent 
of profit deal to be given the foreign government, and thereby perpetuates its 
monopolistic privileges. 

Naturally one would suppose that this means that United pays something for 
the private monopolistic concessions thus purchased. As we shall see that is 
not true. You and I pay the bill. 

When we realize that the perpetuation of monopolistic concessions in Hon- 
duras, Costa Rica, etc., is the source of the control of United States supplies in a 
major food industry, this monopoly of United States supplies raises serious United 
States antitrust issues, as we know, That is a straight cause and effect situation. 
The supply being controlled, the market is controlled. The Sherman Act, if 
enforced fully can deal with this, because United States buyers, both business 
and consumers are at the mercy of the monopoly. 

But now let us see whether the United States interest in these profit sharing 
deals with foreign governments ends with the usual monopoly problem, 

It should startle all who hear it to learn that the price for perpetuation of 
United’s monopolistic franchises and concessions abroad, is entirely paid for by 
the United States taxpayer and by Uncle Sam’s Treasury. 

Apart from this profit-sharing deal, this cynical monopoly has already taken 
every legitimate advantage of the United States tax laws, so that its tax rates 
on profits have run in the range of 30 to 45 percent while the normal United 
States corporation has been paying 52 percent. This advantage may have been 
stretched to the point of tax evasion, by United Fruit shifting profits abroad by 
not using arms length market facfs as a basis for pricing in buying from itself 
abroad. If so, the United States tax collector has lost many additional millions. 
But, again, on top of all of the possibly legal tax advantages, the banana monpoly 
has bargained away the United. States taxpayers money by agreeing to give it to 
foreign governments. Without any United States Government point 4 grant, 
the United Fruit graciously gives away around 30 percent of the United States 
taxable income which these American companies, which are United Fruit sub- 
sidiaries, earn in Costa Rica, Honduras, etc., in payment for the private monopoly 
franchises of United. United Fruit claims that its Latin American program is a 
private point 4 in action, but it doesn’t point out, usually, that the United States 
taxpayer’s money is bargained away by United Fruit for its own rich reward in 
abnormal profits. 

This comes about because the private bargains made by United in the form of 
rofit-sharing agreements were then converted into the form of taxation by the 
oreign ee involved and thereby the costs were borne 100 percent as a 

United States tax credit. 

If this be legal avoidance, amendatory tax legislation seems to be required, 

an these lines: 

ere monopoly power directly affecting United States markets is perpetuated, 
by American taxpayers bargaining with foreign governments to pay for franchises 
or concessions underlying that monopoly power, by means of payments coming 
out of United States tax money, all special tax advantages, including western 
hemisphere corporation privileges, should be withdrawn from any such monopoly. 


SYSTEMATIC MISREPRESENTATIONS BY THE BANANA MONOPOLY 


The extent of fair dealing to be expected from the banana monopoly under any 
voluntary relief program is indicated by the systematic misrepresentation of 
uality by the monopoly. The national banana distribution monopoly—Fruit 
Dispatch is a giant commission merchant selling a pocibable agricultural com- 
ity. Any small commission merchant of perishable agricultural commodities 
who should sell as first class any produce which he himself had graded as r or 
fair would be put out of business promptly and unceremoniously by the United 
States Perishable Agricultural Commodities Administration. Not so with the 








DISTRIBUTION PROBLEMS 


banana monopoly. Perhaps the refusal of United to cooperate in setting of 
quality standards like those governing other perishables is understandable in 
light of this systematic misrepresentation that would have to stop under any 
quality standards at all. 

The relief needed here, again, would seem to be of a legislative nature, removing 
the banana monopoly’s voluntary noncompliance, by imposing the minimum fair 
rules of the game, as applicable to other perishable agricultural commodities. 
The Department of Agriculture should be required to establish and administer 
such quality standards, as in the case of other perishables. 

Permission for purchasers to inspect bananas before purchase should be manda- 
tory. 

A free market should be mandatory. This probably means that an auction 
should be mandatory for monopolized commodities. 

These correctives should be bolstered by dissolving the national banana distribu- 
tion monopoly known as Fruit Dispatch. 

This, however, would do little good, unless the underlying control of supply 
and its transportation were also split down to give buyers several alternative 
supply sources. 

urthermore, the United States monopolist must not be able to purge itself 
by merely diverting more of its supplies from the United States into foreign 
markets until its imports become a small part of a small total of United States 
imports: This would mean a net loss for the United States in every way. 

t is this very kind of thing—diversion of fruit and profits abroad—that has 
been going on since these antitrust suits were started, that shows the hopelessness 
of any curative scheme relying on the same monopolists being in the driver’s seat 
after the smoke clears away. 

This is a case of cynical flagrance such as is not likely to be seen again in our 
times and its cure—long delayed—must be severe. The power of Government, 
legislative and judicial, must. be brought into the balance on the side of the 
public and the little-business man. It is to be hoped that the continued active 
interest of this committee and resulting continued legislative and court action, 
as the testimony has indicated, may assure such a curative course. 

The free and fair market, with standards, once thus established will give the 
little-business man a chance. Thank you. 


Mr. Situ. In considering any voluntary relief, the main question 
should be whether the things that have happened indicate that a 
new day of fair treatment could be expected in line with any consent 
decree. The opposite is the case. History indicates that every 
advantage possible would be taken by United to crush those who 
had not knuckled under to its cmonepelnele dictates. 


PREYING ON SMALL BUSINESSES 


While claiming special privilege under our antimonopoly laws as 
the protagonist of free enterprise in Latin America, this monopoly 
had ganged up with national chains to put small-business men at 
home in a hopeless spot, in both the jobber field and in the retail field. 

This is not the case of an unavoidable economic hardship to the 
little-business man, merely traceable to chains buying at jobber 
‘prices and displacing middlemen. The banana jobber and the little 
retailer would fend for themselves if they had only to meet the chains 
without discrimination in an open market. But this banana monop- 
oly does not permit that opportunity to the small-business man. 

The essentials of success in the banana industry are supplies at 
free market prices and of good quality and suitable quantity, at the 
times when needed. 

As United Fruit says: 

' And bear in mind that banana jobbers can hardly be expected to make the 
necessary costly investments in modern ripening rooms and trucks, not to men- 
‘tion salesmen and other personnel required to maintain a banana business unless 


ue be reasonably assured of regular and dependable deliveries the year 
‘round. 
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Mr. Srexep. When did United Fruit say that? 

Mr. Smrra. There is a recent publication called, The Perfect Circle, 
or something of the sort, which came to me in the mails the last few 
days. 

Mr. RoosEvEtt. If you would give us the exact reference from which 
you have taken the quotation. coe 

Mr. Smita. Right. It is this pamphlet entitled “The Living Circle,” 
Edmund S. Whitman, director of public relations, United Fruit Co., 
a statement delivered before the Foreign Commerce Club of Boston, 
February 2, 1956. et 

The quotation was taken from page 13, in which the recitation 
appears of Merchandising Problems. The national chains get these 
essentials—excepting a free market price—by favoritism of the monop- 
oly, while the little-business man is discriminated against in these 
essentials. 

The chains may be willing to let the specialized function of processing 
bananas be done for them by the banana jobbing specialists at the 
jobbers’ own heavy cost in facilities and at his own risk of losses. 

But this monopoly—except for a few special favors to larger job- 
bers—reaches out past the jobber to his customer, the food chain and 
removes the chains’ freedom of choice as to where it is to get its 
service of banana processing. 

The national distribution monopoly known as Fruit Dispatch 
dictated the choice to the chain. In return for acquiescence, the 
chains get the breaks on good fruit without the tie-in sales of poor 
fruit forced on little jobbers. Also the chains are severed when and 
as needed. The little jobbers cannot meet this sort of supply dis- 
crimination in favor of the chains. 


MILKING THE SMALL-BUSINESS MAN AND THE CONSUMER 


In the integrated organization of the banana monopoly, with its 
46 companies, you can see where the cash music goes in, but the 
systematic hiding of essential facts makes it difficult to see where the 
profit music comes out. 

But let us examine the protected layer of this integrated organiza- 
tion that is United Fruit, itself, buffered from competition by the; 
national distribution monopoly consisting of its 100 percent sub- 
sidiary, Fruit Dispatch, and until recently buffered further by Melo- 
ripe, its 100 percent owned jobber monopoly in the New England area. 

The profits of United Fruit clearly show the extent of its monopoly, 
power. General Motors, on the same basis would have earned profits 
of almost $4 billion last year, before taxes. 

The unprecedented profits of United Fruit, which come from its 
increasing and maintaining fixed prices by use of the leverage of its 
monopoly power over supplies, have to be paid for by someone. The 
price is paid by the small-business men and the consumer. 

The chainstores, having two layers of markup—both the jobber and 
retailer percentages—have no problem. 

The aphorism ‘“‘what goes up must come down” does net seem to 
apply in the case of United Fruit. In a free market, of course, the 
prices that go up, in times of good demand and short supply, come 
down in times of poor demand and long supply. 

Not so. with United Fruit. Until antitrust suits were started in. 
New England and then belatedly—by the Department of Justice— 
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postwar first-class banana prices were never reduced by United, with 
the exception of a brief price slugging season in Baltimore in 1952. 

Since two-thirds of the year in the United States are poor demand 
months for bananas, the price of any free commodity would naturally 
fall during two-thirds of the year, but not United Fruit prices. 

The consumer price, set by national chains, stays about the same 
because the chains’ purchase price from United stays the same. 

Jobbers have to take an impact from the soft markets because they 
are competitive and the soft market hits them, but the United Fruit 
price to the jobbers has traditionally stayed up all the time. 

The result of the position this puts the jobber in is shown by the 
Meloripe figures you have received. The jobber takes the impact. 

Mr. Roosnve.rt. [ am not quite sure that I follow the economics 
of this. The jobber receives more than he can absorb in certain pe- 
riods, and he has to get rid of them through his retail outlets. Does 
not that mean that he sells it to the retail outlet at a lower price—he 
takes the “beating” on that. Why is that not passed on to the 
consumer? 

Mr. Smiru. Well, the smaller retailer during the times of glut may 
pick up an advantage from it. 

The chainstore, which handles probably the bulk, although the 
statistics are not completely available as to how much is out through 
the chain channels and how much is out through the others, typically 
holds about the same price the year round. 

Mr. Roossevett. I can see why they could, because according to 
your testimony, assuming it is true, they only have to take what they 
can sell. 

On the other hand, you have to get rid of everything that you have. 
So you have to sell at a lower price in order to get rid of it. 

Mr. Smirx. Correct. 

Mr. Roosrvetr. Therefore, the small retail outlet, or the nonchain 
outlet does benefit from that—and is he not in turn able to pass that 
benefit on to the consumer? 

Mr. Smita. As I say, the little retailer may very well pick up some 
of this advantage during the off season, because his jobbers are com- 
petitive—they are having to unload the fruit for what they can get to 
him, and he at the same time may be able to sell his fruit up somewhere 
around the chainstore price, but the chainstore price, being fairly 
steady the year round, is at no time a fat price for this little retailer 
having only one margin. So it is a question how much is passed on to 
the consumer in the off season by the little retailer. 

That is an absolutely unprovable proposition. 

The general level to the retailer does stay about the same because 
of the chainstore standard markup on the standard purchase price. 


It is possible that the little retailer picks up some advantage during 
the off season. 


That is distinctly possible. 

Mr. Rooseve tt. I see. 

Mr. Smitu. The further and unnoticed point is that the United 
price, when connected up with the national food chains’ well-known 
standardized low markup policies is not only establishing a ceiling, but 
is also setting a floor price for consumers. 

Recently, during the bad weather, 2-cent fruit was sold in the New 
¥ork area to recipients chosen by the Fruit Co. This is certainly a 
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startling break, but even here, there being no free market, the effect 
of this 2-cent fruit was not permitted to spread to the market. 

Mr. Arnoup. In the back of my mind is this. Why do you not 
have a serious Robinson-Patman Act situation on many of these 
things you describe? The price differential between Mr. Masters 
and Mr. Elbaum. The price differential between Mr. Elbaum and 
Meloripe. Now, this further price differential that you describe here. 

Mr. Smiru. The Patman Act, as far as I have been able to ascertain, 
is not of great value in this situation because of the way the regional 
subdivision of the Fruit Co.’s policy works out. 

For example, Meloripe is a Boston-area purchaser in New York. 
Mr. Elbaum is a Connecticut purchaser in New York. 

Mr. Masters is a New York-area purchaser in New York. Three 
different regions. 

Mr. ArNnoup. But three identical customers purchasing from the 
same source. 

Mr. Suir. There are there 3 purchasers, selling in different mar- 
kets, purchasing at different prices on the same day and the same 
place and the same ship, but to prove competitive injury under the 
Patman Act I am afraid might be limited to the marginal impacts 
where the Meloripe overlaps or where Masters overlaps in Connecticut, 
from the other side, and that the basic problem of charging 3 different 
prices in the same market at the same time—2 or 3 different areas for 
purchases for those may not be successfully met by the Patman Act. 

Mr. Arnoup. The private litigant cannot prove damage—why does 
not the Federal Trade Commission in the public interest bring a crim- 
inal action, as they have in recent cases? 

Mr. Smiru. We have felt that the Department of Justice action, 
which is broad enough to cover this, and access to the Federal Trade 
Commission wassought with the same line of thought that these 
should go ahead and meet the thing, but primarily on the Sherman 
Act ground, rather than on the Patman Act ground. 

It 1s a technical point you are raising, but I am giving you the best 
tentative view I can give you in the answer. 

If a free market had existed, it would not have been possible to hold 
an arbitrary flat 5-cent price for chains and jobbers generally, while 
unloading 2-cent fruit under careful control, where desired. The con- 
sumer would have been able to buy 10-cent bananas, under the most 
liberal markup, over 2-cent bananas, but since the market was well 
controlled the consumer still paid anywhere upward from the 13%- 
cent price—2 pounds for 27 cents—advertised by the chains, 

This is a big food product, almost as big as apples. Remember 
that the United States buys each year 2% billion pounds of United 
bananas. 

So every 1 cent of overcharge for the consumer or the jobber makes 
a difference of $25 million per year. It can be shown that this magni- 
tude of overcharge has been taken by United for many years. 


FRAUD ON THE UNITED STATES TAXPAYER 


The extent to which United will go in taking advantage of the 
United States—where it thinks it can get away with it—is shown by 
the United Fruit tax story. 
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The monopolistic concessions and franchises of United in countries 
like Costa Rica, Honduras, et cetera, covering their railroads, docks, 
prime lands, et cetera, are paid for by private profit-sharing agree- 
ments worked out by United with these governments. 

United, using what it calls industrial statesmanship, bargains for a 
percentage of profit deal to be given the foreign government, and 
thereby perpetuates its monopolistic privileges. 

Mr. RoossveLt. Would you suspend for a moment? 

Mr. Situ. Very well. 

Mr. Roosevett. Mr. Smith, there is some question in the minds 
of the committee as to the pertinence of this to our particular inquiry, 
but in view of the fact that we are in executive session and it is subject 
to later striking, with your understanding of that—— 

Mr. Sir. I understand that. 

Mr, Roosrve.tt. You may proceed. We will be happy to hear 
that. 

Mr. Smita. I understand. The only point of bringing it in is bear- 
ing upon what might be expected from the point of view of the behavior 
of this outfit on a consent decree setup or any other setup, where there 
was any latitude for them left in the picture, 

Naturally, one would suppose that this means that United pays 
something for the private monopolistic concessions thus purchased. 
As we shall see, that is not true. You and I pay the bill. 

When we realize that the perpetuation of monopolistic concessions 
in Honduras, Costa Rica, et cetera, is the source of the control of 
United States supplies—that is how it ties in with what you are in- 
volved with here—in a major food industry, this monopoly of United 
States supplies raises serious United States antitrust issues, as we 
know. 


That is a straight cause-and-effect situation. The supply being 


controlled, the market is controlled. The Sherman Act, if enforced 
fully, can deal with this, because United States buyers, both business 
and consumers, are at the mercy of the monopoly. 

Mr. Roosrvett. Am I correct in understanding that the source of 
the monopoly in Honduras and Costa Rica is the granting of a monop- 
oly concession by those countries? 

Mr. Smit. The position they have in those countries, which is 
monopolistic, statistically, is based upon agreement with those gov- 
ernments, which they pay by sharing profits with those governments. 

Mr. Roosrvettr. Do they grant a monopoly—do they exclude any- 
body else from coming into the picture in those countries? 

Mr. Smrru. You are getting into a very complicated factual ques- 
tion when you raise that, because the fact that they are today and 
have been for a great many years in some of those countries practically 
the only producer of any substance, we believe—and this is the kind 
of thing that I would rather not get you involved in too much—is 
traceable to the fact that they have the railroads, the docks, the 
tramways, all of the facilities that there are in those countries, for which 
they are paying these percentage of profit deals, but that is a very 
complicated, factual question, lying at the other end of the line, so 
that I would not want to press that on you. 

Mr. Roosrvett. I think you have answered my question. 

Thank you. 
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Mr. Smirx. But now let us see whether the United States interest 
in these profit sharing deals with foreign governments ends with the 
usual monopoly problem. 

It should startle all who hear it to learn that the price for perpetua- 
tion of United’s monopolistic franchises and concessions abroad is 
entirely paid for by the United States taxpayer and by Uncle Sam’s 
Treasury. 

Apart from this profit sharing deal, this cynical monopoly has 
already taken every legitimate advantage of the United States tax 
laws, so that its tax rates on profits have run in the range of 30 percent 
to 45 percent while the normal United States corporation has been 
paying 52 percent. 

his advantage may have been stretched to the point of tax evasion, 
by United Fruit shifting profits abroad by not using arms length 
market facts as a basis for pricing in buying from itself abroad. 

If so, the United States tax collector has lost many additional 
millions. But, again, on top of all of the possibly legal tax advantages, 
the banana monopoly has bargained away the United States tax- 
payers’ money by agreeing to give it to foreign governments. 

fithout any United States Government point 4 program grant, 
the United Fruit graciously gives away around 30 percent of the 
United States taxable income which these American companies, 
which are United Fruit subsidiaries, earn in Costa Rica, Honduras, 
et cetera, in payment for the private monopoly franchises of United. 

United Fruit claims that its Latin American program is a private 
point 4 in action, but it doesn’t point out, usually, that the United 
States taxpayer’s moaey is bargained away by United Fruit for its 
own rich reward in abnarmal profits. 

This comes about because the private bargains made by United 
in the form of profit sharing agreements were then converted into 
the form of taxation by the foreign governments involved, and thereby 
the costs were borne 100 percent as a United States tax credit. 

If this be legal tax avoidance, amendatory tax legislation seems to 
be required, along these lines: 

Where monopoly power directly affecting United States markets is 
perpetuated, by American taxpayers bargaining with foreign gov- 
ernments to pay for franchises or concessions underlying that monopoly 
power, by means of paymeats coming out of United States tax money, 
all special tax advantages, including Western Hemisphere Corp. 
privileges, should be withdrawn from any such monopoly. 





SYSTEMATIC MISREPRESENTATIONS BY THE BANANA MONOPOLY 





The extent of fair dealing to be expected from the banana monopoly 
under any voluntary relief program is indicated by the systematic 
misrepresentation of quality by the monopoly. 

The national banana distribution monopoly—Fruit Dispatch—is a 
giant commission merchant selling a perishable agricultural com- 
modity. Any small commission merchant of perishable agricultural 
commodities who should sell as first class any produce which he 
himself had graded as poor or fair would be put out of business 
promptly and unceremoniously by the United States Perishable 
Agricultural Commodity Administration. 
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Mr. Arnotp. Do you have any specific examples of where that 
occurred? 

Mr. Smiru. I have seen in the press specific cases of that sort 
where rather minor misrepresentations of quality by other commission 
merchants of fresh fruits and vegetables have been hauled up and 
their licenses to do business taken away from them because of selling 
at a grade that was not correct. 

I can furnish, if you like, an example or two of that sort later. I 
will have to go back to the press to provide them, or to the Department 
of Agriculture. 

Not so with the banana monopoly. Perhaps the refusal of United 
to cooperate in setting of quality standards like those governing other 

perishables is understandable in light of this systematic misrepresenta- 
tion that would have to stop under any quality standards at all. 

The relief needed here, again, would seem to be of a legislative 
nature, removing the banana monopoly’s voluntary noncompliance, 
by imposing the minimum fair rules of the game, as applicable to other 
perishable agricultural commodities. The Department of Agriculture 
should be required to establish and administer such quality standards, 
as in the case of other perishables. 

Permission for purchasers to inspect bananas before purchase 
should be mandatory. 

A free market should be mandatory. This probably means that 
an auction should be mandatory for monopolized commodities. 

These correctives should be bolstered by dissolving the national 
banana distribution monopoly known as Fruit Dispatch. 

This, however, would do little good, unless the underlying control 
of supply and its transportation were also split down to give buyers 
several alternative supply sources. 

Furthermore, the United States monopolist must not be able to 
purge itself by merely diverting more of its supplies from the United 
States into foreign markets until its imports become a small part of 
a small total of United States imports: This would mean a net loss for 
the United States in every way. 

It is this very kind of thing—diversion of fruit and profits abroad— 
that has been going on since these antitrust suits were started, that 
shows the hopelessness of any curative scheme relying on the same 
monopolists being in the driver’s seat after the smoke clears away. 

This is a case of cynical flagrance such as is not likely to be seen 
again in our times and its cure—long delayed—must be severe. The 
power of Government, legislative and judicial, must be brought into 
the balance on the side of the public and the little-business man. It 
is to be hoped that the continued active interest of this committee 
and resulting continued legislative and court action, as the testimony 
has indicated, may assure such a curative course. 

The free and fair market, with standards, once thus established 
will give the little-business man a chance. Thank you. 

Mr. Roosrevett. Mr. Smith, the committee appreciates your con- 
structive suggestions, and you can be assured that they will certainly 
be carefully considered by the committee. 

Mr. Steed, do you have any questions? 

Mr. Steep. Were not some of your recommendations here some- 
what in line with the problem that came up a few years ago in the 
coffee industry, as to the grading and the establishing of standards 
of quality? 
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Mr. Smrrn. It could be. [I am not an expert in coffee. 
well be. I would be glad to find out. 

Mr. Streep. You are familiar with the background of what came 
up in that case? 

I am interested to see whether that situation offered any precedent 
or guide that could be used here. 

Mr. Smita. From what I have seen of the coffee market, and it has 
only been casual, it seems to me to be a very free market, with a 
great many well-known grades quoted and publicly dealt in every day, 
at whatever the market that day is doing. So that I cannot think it 
would be quite comparable, but there may be points that are. 

Mr. Streep. I was interested in knowing how they went about 
setting out a grade or quality-of coffee, and how it has come to be 
— to the produce of that industry. 

Mr. Sita. T hace this: That it is a matter of common knowledge 
that coffee from certain areas, from certain levels and certain types, 
when cleanly produced by the custom of the trade, is rated at a very 
= quality level, and other dirty quality, in other areas, is not so 
rated. 








It might 


How much is standardized and how much is the custom of the trade, 
I cannot say, but it is reflected openly in the market. 

Mr. Srerep. Does the Government perform any function at all in 
the grading of coffee? 

Mr. Smitx. You are way over my head. I will be glad to find out, 
if you want me to. 

Mr. Roosrevett. May I ask one question, Mr. Smith? 

Your recommendation in relation to the supply, I suppose, con- 
templates the breaking up of United Fruit into several competing 
companies, dividing up the existing facilities for banana-raising in 
those areas; is that it? 

Mr. Smiru. It seems impossible to me to have anything in the nature 
of a free market unless there is more than one place to go for supply. 
That seems to me to be inherent. If so, it would seem that there 
would have to be a required: disposition of some of the integrated 
facilities that produce that supply. 

Mr. Roossrvetr. In other words, the hope of getting anybody new 
into the business would be relatively small, due to the factors which 
you believe exist, and the situation which, of course, I have no intimate 
knowledge of. 

Mr. Smirn. The facts are that they have not come in, in any sub- 
stantial way, and Standard, which has made the best try, is puttering 
along at a very low, low level, with a market unacceptability of its 
product, and low profits. Whether others looking at that situation 
feel that it is inherent in the situation as proven by Standard’s records, 
and therefore they had not better try to buck it, or not, I do not know, 
but the fact is that no one has faced all of the difficulties of making 
another integrated banana producer successfuily. 

The one that has, which did it in part by assembling the facilities 
that existed of its competitors and predecessors, if it is big enough to 
be split Solomon-wise, vertically, you would then have two sources of 
supply, and I think it is big enough. 

r. Roossvett. That would have to be a practical question. 

Mr. Smiru. That is correct. 
Mr. Rooseve tr. I will not go into that at the present time. 
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Assuming for the moment that was not practical, for whatever the 
reasons might be, would much of this situation, in your opinion, be 
solvable by the other recommendations which you have made? 

Mr. Smitu. If that were not practical, and taking your assumption 
at face value, I think the situation would be enormously helped if the 
longtime effort of the jobbers to get quality standards and Govern- 
ment inspection and supervision and an open market treatment of 
the product—if those things happened—even though a monopoly 
brought them to the seaboard, the situation would be enormously 
helped. There is no question about that. 

Mr. Roosreve.t. I am going to ask you to do the same thing I 
asked Mr. Elbaum, to have a look at H. R. 8395 and see if some of the 
elements of that would be helpful. 

Mr. Situ. We will be glad to do that. 

Mr. Roosteve.tt. Thank you, sir. 

Mr. Arnoxp. As I understand the testimony, the real nut of 
monopoly, or where the power lies, is in the quality of the bananas. 
That raises the further question in my mind, if you had a decree, 
whether it is by consent or final judgment, that the United Fruit 
divest itself, let us say, of 50 percent of the total production or im- 
portation in bananas, would it still be possible to maintain their 
monopoly control by divesting themselves of the 50 percent of the 
inferior bananas, while still maintaining almost ellaplite monopoly 
control with respect to the quality bananas? 

Mr. Smiru. If it were not a supervised disposition to take care of 
that point, it would be meaningless. 

Mr. Arnoxp. That is all. 

Mr. Daumas. Mr. Chairman, I have one question; I hope it is in 
order. 

On page 10 Mr. Smith talked of the arrangement which the United 
Fruit had with some of the Republics in the banana-growing section 
of Latin-America, and my question is if you did not have a profit- 
sharing arrangement—I am not assuming that is good or bad—would 
not the concessions have to be paid for and would not the cost of the 
concession, which would be in the form of a contract, then have to be 
charged against the cost of the product, namely, the bananas? 

Mr. Siru. If their private profit-sharing cost of doing business fee 
paid, what you say, is correct. It happens to work out on the figures 
that it would not be all at the cost of the United States taxpayer if 
that were done. The figures would work out differently, and United 
would be paying part of that, and the taxpayer paying part of it 
because of the reduced profits. 

Mr. Daumas. Do you happen to know whether that is a general 
arrangement that United States corporations have—for instance, many 
mining industries and the oil industries? 

Mr. Smiru. I think the payment, either by way of royalty or other 
arrangements for foreign facilities—in this case they are mining the 
land, and they have dock facilities and railroad facilities, quasi-public 
facilities, that the payment for them is certainly not to be questioned. 

It is not a question of whether they should or should not pay for 
them. They obviously should pay for them. It is a question of 
whether the ways in which they have gone about loading all of the 
cost of them onto the United States taxpayer shows a disposition to 
take all of the advantages there are to take. 
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Mr. Dawmas. In other words, the American consumer, according 
to your thesis, not only pays for these bananas in taxes, but also pays 
too much for the bananas? 

Mr. Smitu. That is correct. 

Mr. Daumas. Thank 2 

Mr. Roosrvett. Well, thank you, Mr. Smith, very much, and we 
appreciate your cooperation. 

Mr. Smira. Thank you. 

Mr. Roosrvett. The committee will hear this afternoon first Mr. 
Roddy, and Mr. Werner. 

I may have to ask you, in order to accommodate Judge Barnes, if 
he comes at 3 o’clock, if we could suspend and give him the oppor- 
tunity, and then put you back on again afterwards. 

The committee will stand in recess until 2 o’clock this afternoon. 

(Whereupon, at 12:30 p. m., the subcommittee recessed, to recon- 
vene at 2 p. m., of the same day.) 


AFTERNOON SESSION 


Mr. Roosrve.t. The committee will be in order, please. 

Mr. Carson, would you be the first witness? 

Mr. Carson. Mr. Chairman. 

Mr. Roosrvett. Mr. Carson, I normally would not swear you for 
a statement. 

Mr. Carson. I should be glad to be sworn. 

Mr. Roosrvett. Perhaps, if it is all right with you, we will do it. 

Mr. Carson. Yes, sir. 

Mr. Roosrevett. Do you solemnly swear, sir, the testimony you 
are about to give before the committee will be the truth, the whole 
truth, and nothing but the truth, so help you God? 

Mr. Carson. I do. 


TESTIMONY OF RALPH M. CARSON, COUNSEL, UNITED FRUIT CO, 


Mr. Carson. Mr. Chairman and gentlemen of the committee, 

name is Ralph M. Carson, partner in the law firm of Davis, Polk, 

Wardwell, Sunderland & Kiendl, 15 Broad Street, New York, attor- 
neys for United Fruit Co. and others. 

Mr. Roosrvett. Mr. Carson, would you suspend for just a moment. 

I want to reemphasize, as I should have done in the beginning, 
that this is an executive hearing, and none of this is available for the 
press or the public, and no one who is not directly concerned with 
the parties who are here for the hearing, unfortunately, can be 
allowed to stay until Judge Barnes gets here at 3 o’clock, at which 
time the committee will go forward to an open hearing. 

I assume, therefore, that everybody who stays is related to one 
side or the other, to the controversy. 

All right, Mr, Carson, you may proceed, sir. 

Mr. Carson. As I was saying, we are attorneys for United Fruit 
Co. in the pending action in the United States District Court for the 
Southern District of New York, brought against it, its subsidiary 
Fruit Dispatch Co., and John A. Werner, one of the witnesses today, 
by Banana Distributors, Inc., owned by the witness, Elbaum, also by 
Percival B. Elbaum, his wife, Edith Elbaum, and others connected 
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with them, which suit is for treble damages for alleged violation of the 
antitrust laws, in the comfortable amount of $8,125,137. 

I ask the privilege of making a statement, which I propose to keep 
a statement of fact, concerning this suit and other suits, because I 
understand it is not the purpose of the committee to allow itself ever 
to be made a vehicle for the prosecution of actions of this kind, or 
any other actions that belong in court. 

In other words, we are greatly surprised, even shocked, to see from 
the proceedings this morning that, as it appears to us, the approxi- 
mately pound and a half of paper, statements, figures, and charts, 
which have been placed on your subcommittee’s record, are all rele- 
vant to the issues in this lawsuit, and we are placed in the most un- 
gomfortable position, gentlemen, that either we answer these in detail 
in order to remove from this record a great deal of false material, con- 
clusions, and innuendoes, or we leave them totally unanswered, which 
is my preference. 

If we are to follow the rule of not trying before the committee cases 
which are now in court, I see no alternative but for us to take the 
general position, with the committee’s permission, that we will, for 
the most part, ignore all this material, without any conclusion being 
drawn therefrom, and confine ourselves and our witnesses to the pur- 
poses which we thought this hearing was to serve, giving, namely, 
furnishing, information on the part of the chief executives of Fruit 
Dispatch on certain limited points. 

Now, in order that I may make this position clear, and try to per- 
suade you that it is a reasonable and the only position, I would like 
just for you to see the nature of this litigation. 

We have first the Elbaum suit in New York. We have, second, 
another suit against the same company by the Sanib Corp. in New 
York, for $3 million for antitrust violation. We have, third, a suit 
by the United States brought in the District Court at New Orleans 
on July 12, 1954, to get general relief against the defendant company 
as an alleged monopoly. 

Now, I am sure that all the committee who have had legal training 
will appreciate, and perhaps the others, also, that in order for the 
private litigants, who are claiming only $8 million and $3 million 
apiece, in order for them to get into court and stay in court, they must 
prove there is a monopoly. 

They have alleged it. It is the custom, however, to rely on the 
Government case, and the decree therein, to show there is a monopoly. 

Now, the Government case is extremely sweeping. It starts with 
the banana business in 1870. It continues with the organization of 
United Fruit in 1899, and it goes through scores of corporate trans- 
actions from 1899 on, until it gets to the court, of supply of bananas, 
production of bananas, and percentage-of the market, and so forth. 

They have done it that way, and we cannot help them from doing 
it that way. That lies in the background of these private cases, and 
I am sure that while Mr. Blackwell Smith was sincere that he was 
not concerned to use the Government’s suit in his case, where he is 
counsel for Elbaum, I am sure you will appreciate that the whole 
burden of his remarks was to persuade the committee that the Gov- 
ernment’s case ought to be tried and that measures ought to be taken 
to compel it to be tried, and it ought not to be settled, even if the 
Attorney General wants it to be settled. 
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Now, let me, then, go very briefly to the scope of the Elbaum case 
in New York, so that you may see why I say that everything that 
came before you this morning is in these cases and is in court in 
New York. 

This complaint, which I will not put on the record, unless you wish, 
because it is 37 pages long, and I have to put the answer in; it is 37 
pages long, and it has 62 paragraphs, and it is signed by Mr. Blackwell 
Smith, who was a witness this morning. 

It goes into the greatest detail concerning the organization of 
United Fruit Co., concerning the nature of the banana business and 
the quality of bananas, inferior green bananas, specials, selects, and 
so On; it. goes into the nature of the trade in commerce in bananas which 
is involved, and describes how banana trees are handled, what diseases 
they have, and so on. 

It goes into the handling of bananas; it goes into the unloading of 
bananas at United States ports, and then it gets down into the jobber 
business. 

It deseribes the jobber in paragraph 29, the operation of jobbers 
in Connecticut. I won’t bother with all the price details that it gives, 
the alleged control of jobbers by defendant, but I call your attention 
to an interesting detail in paragraph 37 of this complaint, that in 
1940 Mr. Elbaum decided to enter into business as a jobber of bananas 
in the State of Connecticut, and received the support and encourage- 
ment of defendants, who induced them to—and so forth. 

At the beginning, therefore, Mr. Elbaum was being assisted by the 
defendants, with whom he has later quarreled. 

And then I point out that in paragraph 39, they complain of the 
curtailment of Mr. Elbaum’s banana supply by the defendants, 
which they say—and I ask you to notice this— 


was a refusal to supply certain quality green bananas to distributors— 


that is the plaintiff, for processing and resale by the plaintiff, to 
certain large-volume customers in markets in Connecticut which the 
defendants, I quote— 


were protecting on behalf of a banana broker, the aforesaid Kalliches, a cocon- 
spirator herein. 


Now, Kalliches is the company of which Mr. Masters, your other 
witness, was president, and in this suit it is alleged we were conspiring 
with Kalliches to injure the plaintiff. 

Then it goes on in further detail, offenses charged in great detail; it 
goes into Meloripe, into all the management of the business and all 
the disagreement as to the supply of bananas, and is extremely 
extensive in scope, and I think | can say honestly to this committee 
that practically nothing dealt with this morning does not come into 
this complaint, directly or indirectly. 

Now, what are we going to do? Let me tell you a little more about 
the nature of this case, in order that you may appreciate the quality 
of the evidence we have here. 

You see, gentlemen, if we were to answer or endeavor to deal with 
the merits here, we would have to exercise the primary right on the 
trial of issues, which is to cross examine. 

I can’t ask any questions of the witnesses. It would break up 
your whole procedure, and we cannot take the time or ask you to 
take the time to put in the volume of material or call a stream of 
witnesses to correct these erroneous statements. 
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But let me call your attention to the fact that Mr. Elbaum has 
already been subject to an extensive examination before trial, which 
is still continuing in New York. He has there testified to a number 
of interesting details which show the nature of his suit. 

He has testified to details that show the nature of the complaints 
that this committee has been receiving, signed over the names of 
jobbers. 

I am quite sure the chairman has received some form telegrams 
over the name of jobbers, complaining of United Fruit in some way. 

Mr. Elbaum has testified in this case that a statement I hold in 
my hand, which attacks the United Fruit Co. in most unmeasured 
language, was read by him in December 1955, to the Metropolitan 
Jobbers Association of New York, in New York. 

He has testified that his counsel, Mr. Blackwell Smith, the witness 
here, was present at the meeting when certain things were said by 
him which are not bere. 

He has testified that he had forms of telegram at the meeting, hav- 
ing attacked the United Fruit Co. with no one to defend it. He 
handed out the telegrams and asked the persons present to send 
them to the chairman of this subcommittee. 

We have gone a great deal further. One reason this suit has taken 
so much time, gentlemen, is because Mr. Elbaum had the rather 
interesting practice of recording telephone conversations without the 
other side knowing about it, very close to wiretapping, not technically 
wiretapping, but he bas produced in this hearing in New York many 
scores of discs which record telephone conversations that passed over 
his Psa without the other side knowing the recordings were being 
made. 

We have those discs. We have examined him about them, because 
the court has directed them to be produced. We have had to go into 
details about his relations with the defendant; we have had to go into 
detailed which bear on his trustworthiness here. 

We have had him admit a statement recorded on his disk of a 
conversation with Mr. Roddy, was an untrue statement; and he then 
said he made it deliberately because, he said, “I wanted to get a certain 
result.” 

That is the kind of material that is being submitted to you, and 
that is the kind of material we do not think should be used in the 
hearing on general legislative matters with which this committee is 
properly concerned. 

Now I won’t bother you with more of the record in that case, 
except to say it is a serious litigation that may come to trial in autumn. 

We cannot by the nature of things, try this case in a number of 
places. We need all of the time we have to examine Mr. Elbaum 
and have his counsel examine us. 

Mr. Roddy and Mr. Werner will be examined in the New York 
court. The case will be tried. It has been called before a jury. 

We have also the Sanib case in which I must take testimony in 2 
weeks. He must also deal with the Government case in New Orleans. 

How can we go into this record in a way to make a fair presentation? 

You heard Mr. Elbaum say this morning in connection with some- 
thing we said to him, that was the official edict. I wrote the words 
down. That is his version to you, of some telephone conversation. 
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You heard his counsel, Mr. Blackwell Smith, who was sworn as a 
witness to fact, use the words concerning my client, “systematic 
misrepresentations.”” That is commercial slander. 

You cannot accuse a leading company in the United States of sys- 
tematic misrepresentations, without going to the evidence and see 
what we are talking about. I do not know what he is talking about. 

That was what I protest against here and what I think your com- 
mittee should, in all fairness, in reality, strike from the record. 

Whether or not vou strike it from the record, of course, I know there 
are legitimate points of interest here. We will talk about them. 
Whether or not you strike it from the record, I hope vou will bear with 
me when I say that, with your permission, we will not undertake the 
Gargantuan burden of answering all of this material, easily as we could 
if we gave the time to do so. I think it would destroy the process of 
your committee if we did endeavor to do so. 

I want to address myself to one question the chairman asked this 
morning of Mr. Blackwell Smith, a very relevant question, which was 
not answered. Although many words were used it was not answered. 

As I recall the question it was this, sir: Is the fact that with respect 
to the United Fruit Co.’s holding in Central American companies, 
whatever monopoly they do possess, is the result of a grant or gover- 
mental act by the governments of those countries? 

Mr. Smith, for the record will show, evaded that question. The 
answer to that question is ‘‘Yes.’”’ Whatever position the company 
has there is due to its dealings with the governments of sovereign 
states, and since 1909, the rule of the Supreme Court in the American 
Banana case in 217 U. S. Supreme Court Reports, is that the antitrust 
laws do not apply outside of this country on the territory of sovereign 
states. I am here to make that note. 

Now, gentlemen, with that explanation, which I trust you will 
sympathize with, we are at your disposal and we have brought material 
on your telegraph request, not only Mr. Werner and Mr. Roddy, whom 
you named, but also 1 or 2 other gentlemen, if they may supplement 
on certain questions. 

My thought was with your permission that our witnesses would 
talk to the extent of their personal knowledge only, concerning the 
sales policy of Fruit Dispatch Co., concerning the selection and han- 
dling of fruit, in which you have shown interest, and possibly also, 
concerning the handling of claims against the Fruit Dispatch on which 
there has been testimony this morning. 

Does that, sir, suit the committee’s program? 

Mr. Roossvett. Mr. Carson, let me first say that we will be happy 
to follow the outline which you have made to us in respect to your 
testimony. The committee is very aware of the fact that some of 
these matters which have been discussed here are in the process of 
litigation; and, therefore, we would also like to say that not only do 
you have a full justification in going just as far as you want to and no 
further with your presentation, withoat any prejudice on our part 
because of that fact, but that if any question is asked by either the 
members of the committee or by the members of the staff of the 
committee, if you feel in any way that it is prejudicial to your litiga- 
tion, especially in view of the fact that the complainant is present in 
the room, we hope that you will advise your client—if you are not 
testifying yourself—that you will advise your client as to the proper 
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way to answer it or to refuse to answer it, and then we will be glad to 
abide by that decision. 

Mr. Carson. Thank you very much. That is very fair. 

Mr. Roosrvett. May I also say, Mr. Carson, though, of course, we 
will take under consideration your request that certain portions of the 
testimony be stricken, on the other hand, let me point out to you that 
in many instances, before a congressional committee, certain facts 
are alleged and many times those facts which appear in the committee 
ees become part of court proceedings, either prior to or at a later 

ate. 

Mr. Carson. I know that. 

Mr. Roosrvett. So the mere presence of much of this same material 
in a complaint would not of itself, I think, influence us, that it was 
improper to have presented it to the committee. 

And I want to assure you that we in no way intend to decide the 
issue. We realize that a committee hearing is difficult, because cross- 
examination is not allowed in the hearing—and that all that we intend 
to do is to weigh the evidence and use it as a guide for further dis- 
cussion and further study by the committee, and we do not intend in 
any way to prejudice, and we will be very careful not to prejudice any 
litigation which may be pending. 

Mr. Carson. I appreciate that, sir. But I trust you realize that 
we are very sensitive to legislative action taken on an incorrect record. 
I have seen that many times and bad legislation has resulted. And I 
have seen the same issues tried by courts and decided another way. 
The recent investment banking situation is an illustration. 

Second, in view of what you yourself say, sir, that is, what is said 
here can be used in court, I am particularly unwilling to have testi- 
mony taken which can be used in court without the sanctions and pro- 
tection of cross-examination, and the right to object to questions. 
That is my difficulty. 

Mr. Roosevetr. Of course, in court you will be able to do that cross- 
examination. 

Mr. Carson. I am not sure that I will. I am not sure that I will, 
sir. If there is a record here the custom of some litigants is just to 
read the record as admissions, as yousee. I haveseen that attempted. 

Mr. Roosrvett. I would think it would be an improper procedure 
to accept it as fact just because it was presented to a congressional 
committee. 

Mr. Carson. It has been tried. 

Mr. Roosevett. It may have been tried. 

Mr. Carson. I hope the chairman is the judge at that time. 

Mr. Roosrvett. Counsel points out that it probably could work 
both ways if such were allowed. I am certain—at least, I would 
always be very glad to say that we held this hearing under the distinet 
understanding on both sides that we would not accept statements 
by the other side just because they were made as questions of fact. 

ein Carson. That the matters stated are not to be evidence else- 
where. 

Mr. Roosrve.t. We could not say that the matters stated were 
not to be used as evidence elsewhere. That would be up to the court 
of jurisdiction at that time. 

Mr. Carson. Well, sir, I want it to be clear that I am willing to 
answer any further questions about this litigation if you have any. 
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I want no lingering doubt in the committee’s mind that we can answer 
all of these points and we shall do so in a decisive way in the ap- 
propriate place. 

Mr. Roosrvett. And the committee would like to say to you, sir, 
that if at a later time you wish to add to the record, as a result of 
further actions at a time when you feel free to answer it more in detail, 
the committee will hold the record open and you may submit it at that 
time. 

Mr. Carson. Thank you, sir. 

Mr. Roosrve.r. The first committee witness then this afternoon 
will be Mr. Werner. 

Would you come forward, sir. 

Raise your right hand, please, sir. 

Do you solemnly swear that the testimony you are about to give 
before this committee will be the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Werner. Yes, sir, I do. 

Mr. Roosrvett. Will you proceed, sir, in your own way and we 
will try not to interrupt you unless the committee deems it necessary. 


TESTIMONY OF JOHN A. WERNER, PRESIDENT, FRUIT DISPATCH 
CO., ACCOMPANIED BY RALPH CARSON, COUNSEL 


Mr. Werner. My name is John A. Werner. I am president of the 
Fruit Dispatch Co., a wholly owned subsidiary of the United Fruit 
Co. I have been employed by the Fruit Dispatch Co. since 1910 and 
served as its vice president from 1929 to 1936 and as president since 
1936. ‘ 

The function of the Fruit Dispatch Co. is the sale in the United 
States of the bananas shipped here by its parent company. ‘This 
market is composed of approximately 1,625 banana jobbers, together 
with about 50 retail customers who prefer to buy in carload lots and 
ripen their own fruit. 

In recent years we have sold in this market around 27 million stems 
annually, and our competitors have sold around 21 million. The 
majority of our customers buy regularly from our competitors also. 
Over 300 jobbers buy all their fruit from competitors. 

The outstanding characteristic of the banana is its extreme perish- 
ability. Although it can be grown only in the Tropics, it ripens con- 
tinuously and must be immediately marketed or be lost. It cannot 
be warehoused or held in cold storage. 

It must, therefore, be harvested before it is ripe and brought to 
the consumer on a predetermined schedule. This involves cutting 
the fruit at the right stage of development for the market for which 
it is destined, assembling it at the railroad loading platforms at the 
plantation, loading the cars and moving them to the tropical port of 
=~ com transferring the fruit immediately into refrigerated steamers 
with precooled holds, carrying it to the United States port of entry, 
and discharging it without delay into railroad cars or trucks for im- 
mediate movement to customers’ plants. 

This is, in fact, a continuous movement from the plantation to the 
jobber, and any interruption of the schedule may have a bad effect 
on the salability of the fruit. The extreme degree of coordination 
required, of course, imposes a heavy burden on the sales organization, 
which must have arrangements made to move each cargo as it is dis- 
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charged so that by the end of the day practically all fruit is en route 
to the company’s customers in all areas of the United States served 
from the port in question. 

In order to serve our customers in the interior so that they may 
process the bananas in time for their markets, it is essential that we 
load our fruit in time to make regular railroad connections. If we 
miss connections, our customers will suffer. The marketing of 
bananas is a nationwide problem and canaot be looked at solely as a 
New York problem. 

Even after the green bananas have been dispatched to the company’s 
customers, they still require the same care in handling and protection 
from extremes of heat or cold, continuing until the point they reach 
the housewives’ hands in the retail stores of the country. 

As part of its sales effort, the Fruit Dispatch Co. has devoted 
itself to improving the methods of such handling and protection at all 
stages. It has established a jobber service department which furnishes 
technical advice on the design of ripening rooms and the care and 
processing of the fruit to all banana jobbers, regardlesss of whether or 
not they are customers of the company. 

Working with the United Fresh Fruit & Vegetable Association, 
our company’s specialists have played a large part in the improvement 
of refrigerator cars with both heating and cooling facilities designed to 
carry the fruit under the best conditions. These cars have now 
become largely standardized and are, of course, made available by the 
railroad carriers to all shippers of fresh fruits and vegetables, including 
the Fruit Dispatch Co.’s competitors. 

We also maintain a staff of perishable freight inspectors who are 
stationed at strategic points on the lines of shipment, to see that the 
bananas are properly serviced during their entire rail transportation. 
It is a matter of record that damage claims against the railroads on 
account of bananas have always been substantially lower than for 
any other perishable commodity. 

Largely because of the pioneering leadership of Fruit Dispatch, the 
market for bananas, which was originally confined to the seaboard 
of the United States, has been expanded throughout the entire country, 
and good quality bananas are available in every section at all seasons 
of the year. 

This development has transformed the banana industry from a 
hazardous venture to an established and stable business, to the benefit 
of not only my company, but also competing importers, the nation- 
wide jobbing trade and the American consumer. 

Fruit Dispatch has no exclusive contracts with jobbers and no agree- 
ment, expressed or implied, that says jobbers must buy exclusively 
from us. It grants no franchises for the handling of its products but, 
to the extent of its ability, supplies all customers that can establish 
proper credit rating and show that they have adequate facilities for 
the ripening of fruit. 

Jobbers handling the marketing of bananas successfully must estab- 
lish proper ripening rooms and it is important for them to get 
regular supplies of bananas to carry on their trade and justify their 
investment. 

Fruit Dispatch at all times attempts to supply its customers 
regularly with the fruit they need. Sometimes, because of labor 
difficulties, blowdowns, floods, or political upheavals in Central Amer- 
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ica, our supplies from United Fruit Co. are temporarily reduced and 
we cannot fill all orders received. 

At such times there is great pressure on our sales representatives, 
as naturally every jobber wants to get as many bananas as he can, 
and this always gives rise to complaints. 

In such cases we try to distribute the fruit equitably among our 
customers on the basis of previous purchases. This cannot be done 
in a cut-and-dried manner because the small jobber ordering only one 
car cannot be reduced to a portion of a car. 

Therefore, in order not to put him out of business, it is necessary 
for us to give him a little more than his share at the expense of the 
chains and larger buyers. 

If we do not have orders for the purchase of all the bananas im- 
ported, of course, we canvass the trade and attempt to sell the remain- 
ing bananas. Jobbers who are better salesmen, or who increase the 
number of their outlets, or who, for any other reason are able to take 
more bananas, should in all fairness receive their proportionate share 
of the available supply in time of shortage. We think this is fair 
and the only sound way of doing business. 

Fruit Dispatch believes that its sales policy is entirely sound and 
that it is supported by the overwhelming majority of its jobbers. As 
a matter of fact, Fruit Dispatch is proud of its relations with its 
jobbers throughout the country, many of whom have done business 
with us for many years to the satisfaction of both sides. We believe 
that we could not have succeeded to the extent we have without the 
outstanding support of the jobbing trade as a whole. 

Mr. Roosgvett. Thank you, Mr. Werner. 

May I, before we ask any questions, again emphasize that perhaps 
it would be wise, under the circumstances, that before you answer 
any questions which we may have, you would consult with Mr. 
Carson, so as to be sure that you can answer them; and if you do not 
care to answer them, just say so, and we will be glad to accept that, 
under these conditions. 

Mr. Werner. Yes, sir. 

Mr. Roosgvett. My first question would be in relation to the 
subsidiary of the United Fruit Co., which went into the jobbing 
business in the New England area. Is it a fact, as testified to this 
morning, that the company has withdrawn from business recently? 

Mr. Werner. We have sold the plants, all of them except one, 
which is leased. We have withdrawn from the business. 

Mr. Roosgvetr. Is it a fact that subsidiary was unprofitable from 
a financial point of view? 

Mr. Werner. I haven’t the figures for all the years. At times it 
was profitable, and at other times it was not. I would say that in 
recent years it has not been profitable. 

Mr. Roosrvettr. Can you tell the committee how a company 
which obviously would be fairly close to you, why it would not be 
able to.operate at a profit, or rather, let me put it the other way: If 
it ny not operate at a profit, how could any jobber operate at a 
profit‘ 

Mr. Werner. Well, I would like to answer the question of why 
we could not operate it at a profit, first. 

We were not geared to do a jobbing service. We were not jobbers. 
As specialists, we didn’t have the know-how. We know how to show 
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them all the things that they should have, but we were not geared— 
in other words, we were not competent to be a jobber. 

And why other jobbers, why we expect other jobbers, because they 
can do a much better job than we can. 

Mr. Roosrvetr. In other words, you feel that in spite of your 
knowledge of the business and the distribution end of the business, 
the company was not able to set up a good jobbing company, so to 
speak? 

Mir. Werner. Well, we are strictly importers and distributors, 
and we got out of our field. 

Mr. RoosEvxett. On page 1 of your testimony, you state that you 
sell or have sold in recent years, approximately 27 million stems, as 
against your competitors, combined, 21 million. 

Is it the practice of the industry to do business in terms of stems, 
or in terms of pounds? 

Mr. WERNER. Well, we sell in terms of pounds, but we receive 
them in terms of stems, and we can only estimate what our com- 
petitors’ stems weigh. 

Mr. Roosgvetr. You say you receive them in terms of stems? 

Mr. WERNER. Stems. 

Mr. Roosrvett. You mean when they are shipped to you? 

Mr. WERNER. We receive them in stems. 

Mr. Roosrvett. You receive them from Central or South America, 
you receive them by stems? 

Mr. WERNER. Yes, sir. 

Mr. Roosrve.r. The number of stems is the way it is noted? 

Mr. WerNER. Yes. We have no weight until it is turned out. 

Mr. Roosrevetr. The cargo manifest? 

. WernER. They are weighed when loaded in cars and trucks. 
. RoosEvettT. But you sell on the basis of pounds? 
. WERNER. Yes, sir. 
{r. Rooseve.t. Approximately how many pounds would you say 
your company has, annually, in relation to your competitors? 

Mr. WerNER. In relation to our competitors, I can’t tell you how 
many pounds they have, I don’t know. We have—— 

Mr. Roosevett. There are no figures available in the industry? 

Mr. WERNER. There would be estimates. I haven’t those figures. 

I heard some figures made this morning which I rather doubt are 
correct. But I don’t know that. 

But I know how many pounds we sell. 

Mr. Carson. There, if it would serve the committee’s purpose, I 
can furnish you a copy of the allegation in the Government’s amended 
complaint,’ and a copy of our answer to that allegation, where the 
Government gives figures, and we say what we know about it. 

Mr. Rooseve tt. I think it would be helpful, Mr. Carson. We 
would appreciate it. 

(The answer referred to is as follows:) 


United Fruit Co.’s answer served in New Orleans, February 10, 1956, to the 
complaint of the United States in the Government antitrust case: 


1 The allegations in the Government’s amended complaint will be found on p. 116 
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UNITED STATES DISTRICT COURT 
EASTERN DISTRICT OF LOUISIANA, NEW ORLEANS DIVISION 
Civil Action No. 4560 


UnitTep States oF AMERICA, PLAINTIFF v. UNITED Frurir COMPANY, DEFENDANT 
































ANSWER OF DEFENDANT, UNITED FRUIT COMPANY 
United Fruit Company (herein sometimes called United) through its under- 


signed attorneys, Phelps, Dunbar, Marks, Claverie & Sims, answering the 
amended complaint herein: ' 


Denies paragraph 1, except it admits that jurisdiction is invoked by plaintiff 
under the statutes cited. n 


As to paragraph 4, refers to the denials and admissions herein addressed to the 
other paragraphs of the amended complaint. 


Ill 
As to paragraph 6, denies that the production and transportation of bananas 


in the American tropics is part of the interstate or foreign commerce of the 
United States. 
IV 


As to paragraph 7, denies the second sentence and also denies that the natural 
ripening of the fruit can be controlled for more than a limited period. 


V 


Denies paragraph 8, except it admits that bananas are produced in the countries 
mentioned among others. 

















VI 


Denies paragraph 10, except it admits (a) that United owns and leases banana- 
growing lands in the American tropics and produces bananas thereon; (5) that it 
purchases bananas both under contracts with planters for their entire production 
and under other purchase arrangements; (c) that it owns and operates in certain 
countries of the American tropics railroads, wharfs, sidings and telegraph lines, 
many of which are public utilities, and has an interest in International Setters 
of Central America which operates a railroad in Guatemala and Salvador; (d) that 
United owns and operates refrigerated vessels specially adapted to banana car- 
riage and has from time to time chartered additional refrigerated vessels from 
other shipowners on a time charter or voyage charter basis and has also occasion- 
ally chartered refrigerated space on other lines; (e) that it imports and sells 
bananas in the United States chiefly at the ports named in paragraph 10; and (f) 
that until the latter half of 1955 United sold bananas to retailers in New England. 


VII 


Denies paragraph 12, except that it admits that at the end of 1953 United owned 
in the American tropics 2,668,468 acres of land, of which about 142,000 acres were 
planted in bananas, about 440,000 acres not planted to bananas were improved 
for other purposes, and nearly 2,000,000 acres were unimproved land wholly un- 
suitable for cultivation to bananas. viii 


Denies paragraph 13, except it admits that Standard Fruit & Steamship Corpo- 
ration is a corporation with its principal office in New Orleans, Louisiana. 


IX 
x 





Denies paragraph 14. 
Denies paragraph 16. 
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XI 


Denies paragraph 17, except it admits that the first sentence is true in the 
case of such importers as produce their own fruit in regions where it can be moved 
to the United States only by water. 

XII 


Denies having knowledge or information sufficient to form a belief as to the 
truth of paragraph 18 except (a) it denies the last sentence thereof and (b) admits 
that United’s fleet of banana carrying vessels is larger than that of any other 
banana importer, and that United has from time to time chartered refrigerated 
space for the shipment of bananas on the vessels of others. 


XIII 


Denies having knowledge or information sufficient to form a belief as to the 
truth of paragraph 19, except (a) it admits that in 1951 the first-ranking 12 im- 
porters of bananas accounted for 90 percent of the total stems imported into the 
United States and no single importer not included in the first 12 accounted for 
so much as 1 percent of the national total, (b) it denies that in 1947 United im- 
ported more than about 46 percent by stems of all the bananas brought into the 
United States, and (c) it admits the remainder of the third sentence of para- 
graph 19. 

XIV 


As to paragraph 20, denies having knowledge or information sufficient to form 
a belief as to the truth of the second sentence, and denies the third sentence except 
that it admits that in the United States bananas are priced by weight. 


XV 


Denies having knowledge or information sufficient to form a belief as to the 
truth of the second sentence of paragraph 21. 


XVI 


Denies having knowledge or information sufficient to form a belief as to the 
truth of paragraph 22, except it (a) admits that United imported almost 29,000,000 
stems in 1953 and the next largest importer was Standard, and (b) denies that 
United’s stems presently average 80 pounds. 


XVII 
Denies having knowledge or information sufficient to form a belief as to the 
truth of paragraph 23, except it admits the figures in the first table for stems of 


bananas imported by United and the figures in the second table for pounds of 
bananas imported by United are approximately correct. 


XVIII 


Denies having knowledge or information sufficient to form a belief as to the 
truth of paragraph 24, except it (a) denies that the seven countries named in the 
first sentence are the seven principal banana-producing countries, and (b) admits 
that United now obtains practically all of the bananas imported by it into. the 
United States from said seven countries, that the second sentence is approximately 
correct, and that United in 1951 obtained about 95 percent of its imports from 
Honduras, Costa Rica, Panama, Colombia, and Guatemala. 


XIX 
Denies paragraphs 25 and 26. 


XX 


Denies paragraph 27, except it denies having knowledge or information sufficient 
to form a belief as to the truth of the first sentence thereof. 
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XXI 


As to paragraph 28, denies the last sentence, except it admits that by 1899 
Boston Fruit Company and Minor C. Keith were among the principal importers 
of bananas. 

XXII 


As to paragraph 31, denies that the amount of capital stock issued by United 
to Boston Fruit Company was $5,200,000 but admits that it was $5,105,000. 


XXIII 


Denies paragraph 35, except it admits that United became an enterprise 
operating in some parts of the American tropics and of the United States. 


XXIV 


Denies having knowledge or information sufficient to form a belief as to the 
truth of paragraph 36. 
XXV 


Denies paragraph 37, except it admits that it purchased stock of the four com- 
panies named which it sold more than 40 years ago except for Camors, McCon- 
nell & Company, and admits that United took over the assets of this latter com- 
pany in 1911 after giving opportunity to the other stockholders to do so. 


XXVI 


Denies paragraph 38, except it admits that in the period 1902—06 United pur- 
chased shares in certain companies engaged in phases of the banana trade as 
hereinafter admitted, all of which it disposed of more than 40 years ago. 


XXVII 


As to paragraph 40, denies that United ever exercised control of Atlantic Fruit 
Company, the 1,260 shares of whose capital stock it purchased in 1905 as a 
measure of financial assistance and disposed of more than 40 years ago. 


XXVIII 


As to paragraph 41, denies that United ever exercised any control over Thacker 
Brothers Steamship Company or its suecessor, Hubbard-Zemurray Steamship 
Company, the shares of whose stock acquired by United were disposed of more 
than 40 years ago. 

XXIX 


As to paragraph 42, denies that United ever exercised control over Vacarro 
Brothers & Company, the shares of whose stock acquired by United were disposed 
of more than 40 years ago. 

XXX 


As to paragraph 43, denies that a congressional inquiry played any part in 
United’s decision to dispose of its stock in the companies mentioned. 


XXXI 


Denies paragraph 44, except it refers to the provisions of said decree to the 
extent, if any, to which they may be relevant. 


XXXII 


Denies paragraph 45, except it admits that United had traffic agreements with 
International Railways of Central America in 1918, that on January 8, 1918, the 
Executive Committee of United authorized an advance of $765,000 to Inter- 
national Railways of Central America for the purchase of 17,000 shares of stock 
of Cuyamel Fruit Company (a South Dakota corporation), that 17,000 shares of 
said stock were endorsed to United on May 29, 1922, and that on the same day 
the Executive Committee authorized the sale of the said 17,000 shares for 
$1,200,000; and says that United forthwith endorsed and delivered the said shares 
to Samuel Zemurray. 
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XXXITI 


As to paragraph 46, (a) denies that it purchased the assets of. California- 
Guatemala Fruit Corporation, (b) denies having knowledge or information suffi- 
cient to form a belief as to the truth of the allegations of the purpose for which 
said corporation had been organized, and (c) denies the last sentence except it 
admits that in 1928 it acquired certain property of P. A. O’Hea and the stock of 
Compania Frutera Transcontinental, 8. A., a corporation which purchased 
bananas in Mexico and shipped them across the border into the United States. 


XXXIV 


As to paragraph 47, denies the third, fourth, and fifth sentences, and denies 
having knowledge or information sufficient to form a belief as to the truth of the 
allegations respecting United’s total imports in terms of weight. 


XXXV 


Denies paragraph 48, except it admits that during 1933 and 1934 Compania 
Frutera Sud Americana (of Chile) shipped bananas from Ecuador to Chile and 
California, and subsequently ceased to ship bananas to California; that United 
organized and completely financed Continental Banana Company which was 
incorporated in California on March 14, 1934, with offices in San Francisco, and 
was a wholly owned and completely controlled subsidiary of United; that Irving 
B. Joselow, William A. Deverall, and D. A. McCarthy were officers and stock- 
holders of Continental but that United had full beneficial interest in said stock; 
that on February 2, 1934, United contracted for the freighting of bananas in 
three ships of Grace Line, Inc., from Ecuador to New York; that on November 
9, 1934, in Valparaiso, Chile, Compariia Bananera del Ecuador, a subsidiary of 
United, entered into an agreement with Frutera respecting the production of 
bananas in Ecuador and the purchase and sale of bananas in Ecuador. 


XXXVI 
Denies paragraph 49, except it admits (a) that in 1935 United purchased stock 
of Pirris Farm & Trading Company, and (b) that one Lutz, an individual, made 
some shipments of bananas from Costa Riea to the west coast of the United 
States. 
XXXVII 
XXXVIII 


Denies paragraphs 50-56. 


For a First aND ParTIAL DEFENSE 


Says that, under the standards enunciated in the Committee Report adopted 
September 26, 1951, by the Judicial Conference of the United States, all allega- 
tions in the amended complaint dealing with matters anterior to the end of 
World War II are immaterial and irrelevant, and prejudicial to the prompt 
determination of this case, and should be stricken. 


XXXIX 
For A SEcoND DEFENSE 


Says that what the defendant is alleged in the amended complaint to have 
done within foreign countries was not in the interstate or foreign commerce of the 
United States, and therefore is not subject to the statutes referred to in the 
amended complaint or to the regulatory power over such commerce vested in 
Congress by the Constitution of the United States. 


XL 


For a Tuirp DEFENSE 


Says that what the defendant is alleged in the amended complaint to have 
done within foreign countries is extraterritorial as regards the statutes of the 
United States, and therefore is not within the proper scope of the statutes referred 
to in the amended complaint. 
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XLI 
For A Fourtu DEFENSE 


Says that the lawful or unlawful character of what the defendant is alleged in 
the amended complaint to have done within foreign countries must be determined 
wholly by the laws of the respective countries where such acts were done, and 
cannot be complained of under the statutes referred to in the amended complaint. 


XLII 
For a Firra DEFENSE 


Says that what the defendant is alleged in the amended complaint to have 
done within foreign countries was done pursuant to measures adopted by foreign 
nations in the exercise of their sovereign powers and in compliance with defendant’s 
contracts with or the decrees of foreign sovereigns, and therefore cannot be com- 
plained of elsewhere in the courts. 


XLIII 
For a Stxta DEFENSE 


Says that what the defendant is alleged in the amended complaint to have 
done within foreign countries was validly done within the territorial jurisdiction 
and subject to the sovereign power and law of various foreign states, and that 
for this Court to exercise jurisdiction over such matters would invade the 
sovereignty of other nations, would violate the rules of international law and 
comity which are respected by the courts of the United States, and would con- 
travene the paramount public policy which the courts of the United States are 
charged to apply and enforce. 

WHEREFORE, defendant prays that this, its answer, be deemed good and 


sufficient and that after due proceedings had, plaintiff’s complaint as amended 
be dismissed at its own costs. 


And for all general and equitable relief. 


CuaRLEs E. Dunspar, Jr., 
Sam G. Baacert, 
ASHTON PHELPS, 


Attorneys for Defendant. 
PuHenps, DuNBAR, Marks, CLAVERIE & Sims 


Of Counsel 
UNITED STATES DISTRICT COURT 


EASTERN DISTRICT OF LOUISIANA, NEW ORLEANS DIVISION 
Civil Action No. 4560 
Unitep States oF AMERICA, PLAINTIFF ». UNITED Fruit CoMPANY, DEFENDANT 


CERTIFICATE OF SERVICE 


I, Ashton Phelps, one of the attorneys for defendant, United Fruit company, 
do hereby certify that a copy of the foregoing answer of defendant and of the 
interrogatories propounded by the defendant: to the plaintiff has been served 
upon George R. Blue, United States Attorney, counsel for plaintiff, by personally 
depositing same at his office in the Federal Building, New Orleans, Louisiana. 


AsHTON PHELPS. 


New Orveans, Louisiana, February 10, 1956. 


8. Comment on Blackwell Smith’s statement at SM 96-124 


Passing by the language of conclusion and epithet indulged in by this witness, 
such as “systematic misrepresentations’” (SM 115), ‘‘monopoly’”’ (SM 115, etc.), 
and “fraud on the United States taxpayer’ (SM 110)—which in a witness sworn 
to testify to fact are in themselves sufficient to discredit his other statements— 
we would call the subcommittee’s attention to the following as respects the sub- 
stance of the Blackwell Smith testimony: 
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The remarks of Mr. Blackwell Smith regarding what he terms “profit-sharing 
agreements”’ with tropical countries are a gross misrepresentation of the facts. 
United’s subsidiary companies operating in Latin American countries simply pay 
an income tax at the rates established by law on the income they receive within the 
country, just as any other company is required to do. The companies, of course, 
get credit for taxes paid to foreign countries in accordance with the income-tax 
laws of the United States, without any favorable treatment whatever. The gross 
income within the country is based upon the price of the fruit at seaboard tropical 

orts. When the fruit is sold to an affiliated company for resale within the 

Jnited States, the seaboard price is determined by a pricing formula approved by 
the Bureau of Internal Revenue, based upon the provisions of the regulations 
governing the allocation of income from the sale of goods produced in one country 
and sold in another. 

It is true that in the early days when United undertook extensive developments 
in tropical countries, including the construction of railways, ports, and other 
facilities, it was necessary to obtain a contract or franchise from the respective 
government. At that time none of the countries levied an income tax. Later 
these countries began to enact income tax laws, and it appeared from the terms 
of these early contracts that the contracting companies were exempt from income 
tax in the countries where they operated, although they were subject to income 
tax in the United States. This situation naturally gave rise to complaints by the 
tropical countries, and the companies revised their contracts by eliminating their 
exemption from income tax up to a maximum of 30 percent. The United States 
collects an income tax on the full amount of income derived from sources within 
the United States and also taxes the foreign income to the extent that our rate is 
in excess of the local rate. 


4. Comment on Cos Masters’ testimony 


As a sufficient commentary on the accuracy and good faith of this carefully 
prepared evidence, we call to the committee’s attention and ask to have incor- 
porated in the record the enclosed letter of Mr. Masters to the president of 
United Fruit Co., written of his own volition under date of July 19, 1954. This 
letter relates to a release to shareholders dated July 6, 1954, and says in part: 

“T was particularly interested and impressed by your statements concerning the 
banana business. The jobbing and distribution phase, the phase of which I am 
most familiar and close to, the phase in which I am particularly interested in. 
Permit me to go even further than you did, when you say, ‘The objective of the 
banana business is to provide the consuming public throughout the year with a 
steady supply of nutritious bananas of highest quality at reasonable prices.’ 
For more than the past 10 years no domestic fresh fruit has been on a price parity 
with bananas. Bananas have been consistently one of the most reasonable and 
lowest priced items in the fresh fruit family offered to the American housewife. 
The company has most certainly accomplished its objective in bringing bananas 
to the American family at the most reasonable prices. 

“As you know, I represent 28 jobbing concerns to the Fruit Dispatch Co. 
These concerns have in excess of $5 million invested in plants, equipment, and 
trucks to carry on the function of banana ripening and distribution to the retail 
trade. The tremendous investments of these concerns would have been in jeopardy 
many times over in the past 13 years were it not for the ‘widely integrated 
economic system of operation’ of the company. In the past 6 years labor strife 
from various segments of labor have beset all phases of the banana business. 
In addition hurricanes, drought, floods and plant diseases have been endured by 
the banana trade. Our survival in a very large measure can be attributed to the 
company’s geographical diversification of its banana growing areas, its ample 
fleet of refrigerated ships, and its well spaced ports of discharge in the United 
States.” 


5. Claims and inspections 


(a) The Cos Masters testimony contained expressions of dissatisfaction with 
Fruit Dispatch’s allowance of claims. So did the Elbaum testimony. Some 
claims will not be settled by Fruit Dispatch because unreasonable or dishonest. 
All claims are handled by Fruit Dispatch as rapidly as possible in accordance with 
a systematic procedure which endeavors to resolve differences of opinion without 
litigation. If any of the witnesses were dissatisfied with the treatment received 
on any particular claim, they could have brought suit. Masters introduced 
as his exhibit D (SM 22-3) an internal memorandum of an employee of Fruit 
Dispatch, in which he claimed to show that bananas sold as first-class quality 
are not always as represented (SM 16). 
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This was a memornadum from Norman §. Hewitt dated March 2, 1954 to John 
N. Kelley, the administrator of fruit transportation of Fruit Dispatch Co. who 
testified (SM 175). Mr. Masters failed to inform the committee that his com- 

any, Thomas Kalliches, Inc., filed undated claim papers on March 20, 1954 for 

2,818.86 covering five trucks of Santa Marta fruit from Steamship Antigua 
on this very voyage, and that this claim was settled by Fruit Dispatch November 
22, 1954 for $1,973.20. These were bananas shipped to Long Island Banana Co. 
with which exhibit D deals. 

Another claim of Thomas Kalliches, Inc. for $441.47 on account of two trucks 
of Guatemala fruit on Steamship Esparta, filed March 16, 1954, was settled 
November 23 for $309.03. 

(b) As to inspections, the subcommittee should know that Fruit Dispatch is 
having continuing discussions with the Department of Agriculture concerning 
standards. It is our understanding that Mr. E. E. Conklin of the Department is 
acquainted with the manner in which Fruit Dispatch selects fruit with colored 
tags and loads cars in accordanee with this selection, all as described in Mr. 
Kelley’s testimony before the subcommittee; that the company’s system of dis- 
charging a cargo does not make it possible to load a car for any particular jobber; 
that, therefore, it would be impossible to have a Government inspector give a 
certificate of inspection on any particular car for any particular jobber r; and that 
in consequence, in order to fill the demands of a very few jobbers for United States 
inspection, it would be necessary to have all bananas inspected by some Govern- 
ment service. ‘The only practical method of Government inspection would be 
to put a man at each ear door during loading, which would mean that every con- 
signee would have to pay the cost of $9 to $12 a car, whether he wanted Govern- 
ment inspection or not, since inspection of a loaded car is impossible. Inspection 
at destination could cover only quality and appearance, but not condition. 

The company’s present method is the only really practical one. In addition 
to the details given by Mr. Kelley, it should be added that the company has 2 
aisle superintendents for each of the 3 aisles, 1 for cars and 1 for trucks, together 
with another selector at the truck platform to reselect when the bananas have 
been removed by the aisle superintendents. To inspect the loading of each vehicle 
would require 30 men for the 30 trucks, and 15 to 18 for the ears. 

Under Fruit Dispatch’s existing system of inspection and selection, which is 
constantly being studied for improvement, the condition has been created, to which 
Mr. Kellev testified (SM 212-3), that bananas have consistently for a period of the 
past 11 vears, been at the bottom of the list with reference to injuries sustained 
in railway shipment. The claims per car for injury to bananas have in some 
years run as low as $0.68 per car, and have never exceeded $3.21 per car, whereas 
claims for oranges have gone as high as $20 per ear, for watermelons, as high as 
$40 per car, and for tomatoes, as high as $82 a car. 


5. Reservation on account of pending litigation 


While innumerable additional details could be furnished by way of supplemen- 
tation and correction of the record on points of substance, the fact that the same 
points are involved in the pending litigation described in Mr. Carson’s testimony 
(SM 125 ff.) makes it impracticable to go further into the merits here. United 
Fruit Co. cannot in fairness either to the legislative procedures of this subcom- 
mittee or to itself try here the issues in those lawsuits. 

Respectfully submitted. 


Davis PotkK WARDWELL SUNDERLAND & KIENDL, 
By Raupn M. Carson, A Member of the Firm. 

Mr. Roosrevett. Mr. Werner, in relation to the standards of descrip- 
tion of the bananas when they are sold by you to the jobbers, does 
the company have a standard form that you follow, or what, if any, 
is oe practice in relation to labeling the quality of the bananas? 

Werner. I don’t understand it. How they are defined, or 
how they are called? 

Mr. Roosrvett. How do you grade the bananas as to quality? 

Mr. Werner. On that question, Mr. Chairman, I think I will 
have to ask you to permit either Mr. Kelley or the other gentlemen 
to give you that. They are the technicians. I don’t know much 
about that part of it. I don’t go over to the wharf. 
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Mr. Roosevetr. All right, we will reserve that for either Mr. Kelley 
or Mr. Roddy. 

Now, this may be a question which you do not care to answer, but 
in view of the testimony, I feel I must ask it of you. 

Do you make the unqualified statement that in allocating amounts 
to individual jobbers, that it has never, that it is not the policy of the 
company in any way to use that allocation as a means of enforcing 
company policy? 

Mr. Carson. I would rather like to point out on the record that that 
is a highly argumentative question. I don’t object to any committee 
member asking what the witness knows about the allocation, but it 
seems to me there are a number of answers embodied in that question. 

Mr. Roosrvetr. Let me rephrase it, then. 

You have testified here—I think it is on page 5—the statement is 
made that— 

In such cases we try to distribute the fruit equitably among our customers on 
the basis of previous purchases. 

In the initial instance, what is the system of the company in allocat- 
ing, let’s say, its first allotment to a new jobber who may be coming 
into the field? 

Mr. Werner. When we have enough fruit to take a new jobber 
into the field, we naturally ship him. We will sell anybody, as we 
said before, if we have the fruit to sell him. But we have been through 
plenty of shortages, however we ship. There is no allocation there. 

Mr. Roosgve.t. Do you allocate them on the basis of the requests 
of the jobbers? 

Mr. WerRNER. We did not allocate. 

Mr. Roosrvett. I mean, how do you allocate it? For instance, 
do the jobbers make requests to you for an allocation? 

Mr. Werner. No, sir. They do not. We sell bananas in the 
normal manner when we have normal conditions. 

Mr. Roosrevetr. What is the normal manner? 

Mr. Werner. When we can fill all the orders we get, those are 
what we would call a market that is normal. 

Mr. Roosevetr. Then the jobber does submit orders to you? 

Mr. Werner. The jobber actually places his orders with us from 
all over the country in our different Ceamelek. I do not handle them 
personally. They go down the line. I don’t know, personally, just 
what is going to be done in any particular division or branch. i do 
not know that. 

That is done by the man in charge of that department, the depart- 
ment head. But if 

Mr. Roosevett. Do you have a regional quota? How do you 
decide how many bananas go to New York area and how many are 
to go to the Chicago area or the San Francisco or Los Angeles area? 

Mr. Werner. Whatever has been going there before. In other 
words, you have bananas entering into certain markets that you are 
selling into certain markets, you sell them. We don’t always have a 
shortage. Sometimes we have to look for customers. 

Mr. Roosgevett. But, Mr. Werner, does not the available amount 
of bananas fluctuate? 

Mr. Werner. Yes. 

Mz, Rooseve tt. All right. 
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Now, suppose you have, in round figures, suppose you have a total 
of 10 million stems, let’s say, using the term stems instead of pounds 
fora moment. How many stems—how would you decide how many 
stems you would allocate to New York, to Chicago, and to the west 
coast? 

Mr. Werner. I wouldn’t decide it. 

Mr. Roosevetr. Somebody has to decide it. 

Mr. Werner. Nobody decides it. Our salesmen in the country 
canvass our customers, or anybody that has credit rating, or even our 
competitors’ customers, and get all the orders they can, and send them 
in; and then we fill the orders if we have got enough fruit. If we have 
not, we do the best we can. 

Mr. Roosevetr. Then you mean it is first come, first served? 

Mr. Werner. No, sir. I do not mean that. 

Mr. Roosevett. I may be awfully stupid, but I am trying to get 
into my mind that you have a total supply that is available. You 
must——— 

Mr. Werner. When you talk 10 million, Mr. Chairman, you are 
talking over a long period. We don’t have that much to sell at any 
time. 

Mr. Roosrevett. How much do you have any given week, let’s say? 
You give me a figure. 

Mr. Werner. We may have around 600,000 stems. 

Mr. Roosevett. All nght. We start with 600,000 stems that are 
going to be available next week. 

Now, you are taking orders for the delivery of those 600,000? 

Mr. WERNER. Yes, sir. 

Mr. Roosrve.t. Do you do it on a first-come, first-served basis, or 
what kind of a basis do you do it? Suppose somebody from Chicago 
puts in an order for 20,000, and some fellow does not come in until 
fairly late with another 5; if they are all gone, are they all gone, and 
the late fellow is out of luck? 

Mr. Werner. It doesn’t operate that way, Mr. Chairman. Our 
people go out and canvass the trade, and if anybody wants the 
bananas, they will come in; and if they don’t want them, they are 
buying elsewhere or they don’t need any. 

It isn’t a case of somebody coming late. 

Mr. Roosgrvett. All right. 

Now, suppose—I am not quite sure I understand it, but what 
happens when you have a surplus? 

For instance, your salesmen have not been able to get all the 
600,000 sold, they only had 400,000 sold. What do you do with the 
other 200,000? 

Mr. Werner. Then we have to sell them surplus to whoever will 
buy them. 

Mr. Roosevett. Then do you lower the price on those? 

Mr. Werner. Unless we can get the price, we lower it. We have 
got to. 

It is extra fruit. Somebody will take some extra fruit the next 
day, the surplus will probably be sold the next day. 

It will be rolling in railroad cars, either toward Buffalo or to 
Pittsburgh. I am talking now from New York, because we have 
been talking about New York. 
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And from New Orleans, it will travel toward Chicago, and then 
our salesmen go out and canvass the trade and try to get as much 
money as they can for those bananas. 

Eventually, we have got to sell it, no matter what we get, because 
you can’t eat them. 

Mr. Roosrvett. But then, you are testifying now that there are 
times when you have surplus, and at the time that you have a surplus, 
you get the best going price; that you do not insist that the price 
remain the same for the surplus as you do for a normal order. 

Mr. Werner. You can’t insist. 

Mr. Carson. You cannot. 

Mr. WerNeER. You cannot; you cannot insist. 

Mr. Roosrvett. In times of shortages, do you allocate on the 
historic basis of purchases by your jobbers, that is, based on the 
quantity that they have purchased from the Fruit Dispatch since 
they first became your customers? 

Mr. Werner. No, sir, not since they first became our customers. 

That will vary. It might be, as we say, previous purchases, It 
could go back 6 months or 3 months or 3 weeks, or maybe even 
10 days. 

All that would be taken into consideration when you are short, as 
to how you can fill these orders. Nobody will be left high and dry. 
They will get something. 

Mr. Roosrevett. But you have no fixed system of doing it, then? 

Mr. Werner. We have—Mr. Chairman, I don’t know whether I 
can explain this or not, but when the market sometimes becomes 
glutted, and we have extra fruit to sell, and we have a period of about 
2 or 3 weeks that we really are struggling, and some of the customers 
I think I stated that—some of the customers come in and take extra 
fruit because they can handle it, whether it is a lower price or not. 
And it is a lower price; it has got to be. They will take some fruit, 
while other customers will not even take their normal supply, because 
maybe they will get a better buy from competitors, so they will get 
something from us and some other fellow will increase, maybe, 3 or 
4 cars, and another customer may decrease 3 or 4 cars of his normal 
purchases over a period. 

Now comes a quick shortage—which it goes overnight. We try to 
take care of all of them, but in relation to those purchases. And that 
would happen only for that particular time. 

Mr. Roosrve tt. [ think I understand what you are saying. 

Let me just ask you one other question. You saw this morning, I 
think, a chart which showed that the price of bananas had remained 
relatively stable, almost unmovable over a period of time on the whole- 
sale level, the level that you sell them at the waterfront. Are you 
challenging the accuracy of that chart? 

Mr. Werner. I didn’t actually see the chart but I heard what they 
said about it. I certainly do. I do not know how you can get figures 
like that. I imagine they must have taken our asking price and called 
that what we got. But we don’t get our asking price all the time. 

Mr. Roosrevett. Have you any statistics or information 

Mr. Werner. I haven’t any here. 

Mr. Roosrve.t. To submit? 

Mr. Werner. I haven’t any here. 
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Mr. Roosrvett. Could you furnish the committee with some 
statistics on the price cf bananas during the surplus periods? 

Mr. Werner. The fluctuating prices? 

Mr. Roosevetr, Yes. 

Mr. Werner. A similar type of chart? 

Mr. Roostve.r. Yes. 

Mr. Carson. We will try to do that, Mr. Chairman. 

(The information is as follows: ) 

(b) In response to the chairman’s request made of Mr. Werner at SM 157-8 
that a chart be furnished reflecting statistics on the price of bananas during 
surplus periods, comparable to certain charts put in (without cross-examination) 


by the witness Elbaum, the following is submitted on behalf of and by Mr. 
Werner: 


Chart A showing prices of green bananas per pound at the seaboard for Con- 
necticut, according to United Fruit Co. data, for the entire period 1947-55, with 
the different figures for arrivals at (i) New Orleans and Mobile, (ii) Charleston, 
(iii) New York and Baltimore, separated by different symbols. This is for com- 
parison with the Elbaum chart No. 2, corrects errors therein, and adds the 
latter years. 

Chart B prepared on the same basis but showing the data for all United Fruit 
Co. bananas instead of for green bananas only as in chart A. This is for com- 
parison with the Elbaum chart No. 3. 

Chart C showing the same data for all United Fruit Co. bananas for the entire 
eastern division in the same period and without differentiation among ports of 
arrival. 


Mr. Roosevett. Counsel is not present at the moment, but I 
want to ask a question which deals with something that you may have 
covered in part. 

If jobbers buy only the amount they desire in the months of July 
to January, does that affect their allocations from February to June? 

Mr. Werner. Oh, no, there is more fruit in the spring season. 

In the winter season there isn’t so much fruit. Nobody buys as 
much in January and February. There isn’t any jobber doing more 
business in other times of the year than he does in the spring months. 
We have more fruit in the spring months. 

Mr. Roosevge.t. They do not buy it because they cannot sell it, 
you mean, during those months? 

Mr. Werner. Probably it is. The crop isn’t in. It might be 
because they can’t sell it. 

Mr. Roosgvett. It they do not buy as much, do you lower the 
price at that time? 

Mr. Werner. If we can’t sell them at the price we want—— 

Mr. Roosrve.tt. Do you? 

Mr. WERNER. We have got to lower it. We can’t get anything that 
they won’t pay. There is no fixed rule—there is no fixed rule, that 
we hit them over the head and say, ‘“‘That is the price.”’ 

Mr. Roosrvett. As Mr. Carson said, you will furnish us with in- 
formation showing the fluctuation in those prices? 

Mr. Werner. Yes, sir. 

Mr. Roosrvetr. Covering those periods? 

Mr. WERNER. Yes, sir. 

Mr. Roosgvett. Mr. Steed, do you have any questions? 

Mr. Streep. We had testimony this morning I understood to mean 
that instead of going out and selling your bananas you just called up 
a jobber and told him that you are going to ship him so many cars, 
whether he wants them or not. Do you do that? 

Mr. Werner. No, sir. 
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Mr. Sreep. That testimony this morning about the old way of 
selling bananas, the two ways that did exist, one being the auction 
system and they say now, you cut that out——could you tell us why 
that was eliminated as a means of disposing of your bananas? 

Mr. Werner. The auction was eliminated during the time that 
we had no direct arrivals at the eastern seaboards. When the arrivals 
came back to the eastern seaboard, particularly in New York, the 
association, the former association, and individual members asked us, 
“Please do not go back to auctions.” I have had that request from 
numerous of them, of the old association and also from the present 
members of the association, besides some who are not members. They 
asked me, don’t go back to auctions. That is what they asked. 

Mr. Steep. Your brokerage system was an outgrowth of the situa- 
tion that developed during. the war when shipping could not go into 
the eastern ports. 

Mr. Werner. I didn’t hear that. 

Mr. Sreep. I say, you had to change your method of sale during 
the wartime, it was an outgrowth of wartime conditions. 

Mr. WERNER. That is right. 

Mr. Steep. When the war was over and you had freedom of ship- 
ping to the eastern ports, your customers preferred to continue on as 
they had had to do during the war, is that it? 

Mr. Werner. They requested that we keep them on the private 
sale and not auction. ‘Do not go to auction,” they said. So far as 
I know today, the majority of the New York jobbers perfer us not to 
go to auction. 

Mr. Streep. Right here I would like to make this observation for the 
benefit of our witnesses. The ultimate thing that the committee 
member, as I see it, is interested in from testimony of this sort, is 
first to determine whether or not there is a legitimate problem in an 
industry that would call for legislative remedy. 

We may have to go into many phases of this thing to familiarize 
ourselves with the industry before we could understand, 1, whether 
there is a problem, and 2, what the problem is. 

So some of this testimony and the questions are to inform us in a 
general way of the nature of the industry, so we can evaluate those 
facts that might deal with the problem in the industry. 

What I would like to know is, how do you grow a banana in the 
first place? 

Mr. Werner. I am not a farmer. I don’t know. I have been 
down there a couple of times, down there on vacation. I think Mr. 
Kelley would know something about that. He is here and he has 
worked there. 

Mr. Sreep. Is the banana crop, that is seasonal in the sense that 
it has to be harvested primarily at a certain time of year like most 
other crops? 

Mr. Werner. It is harvested all year around. There are seasons 
when there are more, when the crop is larger. 

Mr. Streep. What determines the time? 

Mr. Werner. I couldn’t answer that. 

Mr. Sreep. I mean does the producer have any control over the 
way he makes the banana come into the harvest season? 

Mr. Wener. I don’t know. I don’t think so but I don’t know. 
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Mr. Streep. After the harvest begins, or in the process of harvesting, 
does your company have advance notice from the producer as to 
when ships are newly arrived with certain quantities of bananas, you 
have the benefit of that advance information? 

Mr. WERNER. Yes, sir. 

Mr. Streep. Then as I understand it, as a broker or dealer in that, 
you proceed also in advance to seek an outlet for this fruit after you 
receive it, knowing in advance that you will have certain ships arriv- 
ing and you have the problem of distribution? 

Mr. Werner. We quote our arrivals, the type of fruit, the name of 
the steamer, and the price we would like to get. 

Mr. Streep. The ideal situation then when the ship A arrives with 
a load of bananas, you have already that 

Mr. WeRNER. We have it sold, that is beautiful. 

Mr. Steep. Move it right into the market as fast as you can. 

Mr. WERNER. Yes, sir. 

Mr. Roosrvett. Would you yield a minute at that point? I think 
you said that you would then go out and tell the jobber the price you 
would like to get. 

Suppose the jobber would not give it to you, or would not buy any 
from you at that price? 

Mr. Werner. Then you would keep on trying to get the price and 
sell it to someone else at our price. 

If he won’t pay our price, we will sell it to someone else. If our 
price is too high, he does not have to buy it. 

Mr. Steep. You would not cut the price unless it became 

Mr. Werner. Until we are stuck with it, until we feel that, until 
we know we cannot get it, then we will have to get what we can get. 

Mr. Streep. What is the life of a banana from the time that it is 
cut green until it would be no longer fit to sell to the consumer? 

Mr. Werner. I am afraid that you will have to refer that to Mr. 
Kelley or one of the other gentlemen. [ don’t know. 

Mr. Carson. Mr. Kelley, who is here, can answer all of these ques- 
tions of this kind. 

Mr. Steep. All right. 

In many perishables, like, for instance, oranges, berries, and things 
of that kind, industry has learned in flush or surplus times to process 
that into like frozen or into jams or jellies or something, that can be 
kept indefinitely. Has any progress ever been made in what you can 
do with the banana after it becomes no longer to be sold—new way to 
process it into any sort of commodity that would be edible? 

Mr. Werner. Our company did make some banana powder, trying 
to make it puree for baby food, but it would not put a dent in the 
surplus that you have. 

Mr. Streep. Your industry does not have the advantage then of a 
fall back in time of surplus to protect yourself? 

Mr. Werner. No, we do not. 

a Streep. If you cannot dispose of the surplus, it just wastes 
itself? 

Mr. Werner. We are just hooked. 

Mr. Steep. We had testimony that you charged wharpage for load- 
ing of the truck and you do not for the railroad car. Can you give us 
the reason? 

= Werner. I think the gentleman who testified testified errone- 
ously. 
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Mr. Steep. You do not? 
Mr. Werner. The interior customer does pay a loading charge; 
the railroad charges him the loading. 

Mr. Roosrvetr. The railroad pays you instead of the customer? 

Mr. Werner. They pay us and then add it to the interior customer 
billing. 

Mr. Roosevetr. You collect the same amount? 

Mr. Werner. We don’t collect the same amount, not from the 
eastern railroads. We have been trying to get it, but they are pretty 
tough and we don’t get so much here. We get more in the South and 
we get more in the West. They are a little more liberal. 

But when he says—when you see that it costs us about 14 or 15 
cents a hundred pounds to load the bananas, that is $30acar. That 
is what it costs us. We get 10 cents back, which is $20. So it costs 
on the trucks. But from the railroads in the East, we get $2.50 a 
ear. That is about a cent and a quarter. In the South we get about 
$11 a car. 

Mr. Streep. In your dock facilities is there any more expense or 
difficulty in loading a truck against loading a railroad car? 

Mr. WerRNER. NO, sir. 

Mr. Steep. The actual physical loading process itself is about the 
same? 

Mr. Werner. I can’t tell you exactly, but I would imagine there 
isn’t any more trouble. But somebody could answer that question. 

Mr. Steep. On this matter of inspection, you testified -——— 

Mr. Roosrvetr. Before we leave that point, will you yield? 

Do you charge the trucker or do you charge the jobber? 

Mr. Werner. The jobber. 

Mr. Roossve.tr. The jobber? 

Mr. Werner. Yes. 

Mr. Rooseve tt. Even though he does not do his own trucking? 

Mr. WerNeErR. Some of them do their own trucking. 

Mr. Roosevett. Some do and some do not. 

Mr. Werner. And we charge the jobber direct. 

Mr. Rooseve tt. In a case of a railroad shipment, however, you 
do not charge the jobber, you charge the railroad where you can get it, 
is that right? 

Mr. Werner. No, we get it, but we get a certain amount, that is 
in the tariff. The railroad tariffs provide for the loading of import 
freight and in the east, it started at $2.50 per car many years ago, 
when things were rather a little cheaper to do. 

Mr. Roosrevett. Why don’t you charge the jobber the difference 
between what you get from the railroad and what you think you ought 
to get in relation to the trucker? 

Mr. Werner. Well, I think it costs us about 14 to 15 cents a 
hundred pounds, and we only charge them 10; why, we are losing 
money on that deal, but it is not because we do not want to get it 
from the railroad. We are trying to get—we are getting more from 
the others; but it is just because we cannot get it. 

Mr. Roosrvettr. But you get it from the jobber in the other 
instance; why can’t you get it from the jobber in this instance? 

Mr. Warner. We get it from the jobber because it costs us that; 
it costs us more than that. 

Mr. Roosevs.r. But it still costs you if it goes by railroad car. 
Mr. Werner. The railroads won’t pay us. 
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Mr. Roosevetr. Why don’t you charge the jobber—you charged 
the jobber in the truck case? 

Mr. Werner. We are permitted to charge for work we do in loading 
his truck. 

Mr. Rooseve tt. Right. 

Aren’t you permitted to charge him for the work you do in loading 
the freight car? 

Mr. Werner. Yes, sir. 

Mr. Roosreveit. And you collect part of it from the railroad 
company? 

Mr. Werner. We collect all they will give us. It is a tariff, and 
we can’t get them to change it. 

Mr. Roosrvetr. But the rest of the balance to equalize it with 
what is paid to you by the trucking people, you do not charge to the 
jobber. Why? 

Mr. Werner. The trucking people don’t pay us anything. 

Mr. Carson. I don’t think that is an answer to the question. 

Mr. Roosrve.r. Let me try to word it differently for you. Let us 
say you collect $5 a pound—TI mean, 5 cents a pound, in loading a 
truck. 

Now, when you charge him that you collect it from the jobber; 
right? 

Now, if that same jobber turns around and buys your bananas and 
you load them on a freight car, railroad car, you collect a part of that 
5 cents, but not all of it, because the tariff does not give it to you in all 
instances from the railroad; right? 

Mr. Werner. Because the railroad pays us for doing their work. 
That is their job to load the railroad cars, and we do it for them be- 
cause we don’t like the way they might do it, and that is history. 

Mr. Roosevetr. That is right But you do not get an equal 
charge for loading the railroad truck that you get for loading the 
“motor truck; right? 

Mr. Werner. That is right; we don’t. 

Mr. Roosrve.tt. Why don’t you make the charge an equal charge 
by charging not only the railroad but also the jobber in order that 
you will get exactly the same amount for the railroad as you do for 
the truck? 

Mr. Werner. | don’t see why; I don’t see why we should charge 
less than it costs us, which we do now or it costs us that. 

Your bananas are sold seabord, delivered at the seaboard. The 
loading in trucks, the jobber, would have to come and do himself. 

Mr. Streep. Let me ask this question: You load a railroad car, and 
if the banana is damaged in transit, you can file a claim against the 
railroad; is that right? You can collect damages from the railroad if 
your merchandise is damaged in shipment? 

Mr. Werner. The jobber does that; he owns it. 

Mr. Rooseve.tt. The jobber does that. 

Mr. Steep. Then if you load in trucks, is the trucker held equally 
responsible for the transit of the fruit? 

Mr. Roosreve.r. The jobber has all the liability. After it leaves 
the dock, I mean after it leaves the ship, it is entirely the jobber’s 
responsibility, is it not? 

Mr. WERNER. It is the jobber’s responsibility in the railroad car. 

Mr. Roosevett. Right; and also on the truck? 

Mr. WERNER. Yes, sir. 
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Mr. Strep. Now, about inspection, you testified that you main- 
tained your own inspectors. 

We had testimony that your company had not agreed to a volun- 
tary plan whereby Government inspection would be provided for the 
industry. Would you care to comment on that? 

Mr. Werner. Mr. Congressman, Mr. Kelly is prepared to answer 
that whole question in detail so far as the Department of Agriculture 
is concerned. 

Mr. Steep. Does the producer have—is he able to give you fore- 
casts of supply any amount of time in advance—for instance, do you 
have forecasts of a year in advance or 6 months in advance? 

Mr. Werner. They make an estimate in the fall of the year for 
next year’s production, and I guess by the end of the year it has been 
changed 20 or 30 times. In fact, in 3 weeks it changed 10 times. We 
get a 3 weeks’ estimate, and sometimes—well, not 10 times, 3 or 4 
times in 3 weeks. 

Mr. Steep. Then the only firm information you really have to 
depend on is when you get notice that a ship has sailed? 

Mr. Werner. That is correct. 

Mr. Streep. And then you deal from that point on? 

Mr. WerNeER. Yes, sir. 

Mr. Sreep. Under time pressure of a certain number of days? 

Mr. Werner. I didn’t get the rest of that. 

Mr. Streep. I mean, once you are notified a ship has sailed loaded 
with bananas, you know the date the ship will arrive, and you have a 
certain amount of time that you must dispose of the bananas. 

Now, what is the preferred time element? 

Mr. Werner. You see, when a ship sails we know—we are dis- 
charging boats 3 or 4 times a wéek in New York, and about a few days 
before the arrival we begin getting orders. 

We may get them on a short market, we will get orders for the whole 
week, but when the market is that way the boys hold off to see if they 
can get a bargain, and sometimes they do. 

Mr. Streep. What I am trying to get at is from the time the ship 
docks until you have disposed of its cargo, what is the amount of time 
in days that you would prefer to have that banana on your hands or 
must normally expect to have it on your hands? 

Mr. WerRNER. Well, we try to get rid of it the same day the ship 
arrives. 

Mr. Sreep. I know obviously you get rid of it as soon as you can, 
but what is about the maximum amount of time that you can have 
possession of the cargo? 

Mr. Werner. [| beg your pardon? 

Mr. Streep. What aceon to get at is what is about the maximum 
amount of time that you can have possession of the cargo after the 
ship docks before you are faced with the ruin or the wastage of the 
fruit? How much time margin do you have to operate in from the 
time you receive a cargo until you have to get rid of it? 

Mr. Werner. Well, that depends—— 

Mr. Carson. How long can you hold bananas, 10 days, 2 weeks? 

Mr. Werner. You mean the cargo in the ship? 

Mr. Streep. The ship has docked, and you have got the cargo there, 
and it is perishable; how long have you got to get rid of that cargo 
before you wind up with a lot of ruined fruit? What is the time ele- 
ment that you can operate in safely? 
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Mr. Werner. Do I understand you to mean how long it can stay 
in the boat or how long can we have it in the boat and beyond the boat? 

Mr. Streep. Yes. 

Mr. Werner. All the time? 

Mr. Streep. Yes; what time pressure do you operate under in 
selling? 

Mr. Werner. Well, the time will vary in many places because 
these cars are rolling, and you try to keep selling them, and if they get 
beyond the converting points, you wind up in some spots where you 
cannot get out, and then it is going to be too bad for us. So I would 
say that in the East we try to get rid of them with at least—within 
1 or 2 days get rid of them; the second morning or third morning at the 
most, I would say. 

You might sometimes wind up with them on track, and they are 
deteriorating all the time. 

Mr. Steep. Then your whole business operates under a very close 
time schedule? 

Mr. WERNER. Speed; yes, sir. 

Mr. Streep. That is all. 

Mr. Roosrevett. Mr. Werner, I am going to ask you if you would 
step aside for a few minutes now. Judge Barnes is here, and we 
want to accord him the courtesy of being heard at this time. 

Mr. RooseEve.tt. The committee will be in order. 

Judge Barnes, the committee is delighted to see you, sir, and 
appreciated your coming up. « 

I think, first, I could express on behalf of the committee and its 
staff our congratulations to you, sir, on your nomination to the bench, 
and we are very happy to have you here before you assume your new 
and added duties. 

I would also like to express to you at this time our appreciation to 
you for the Small Business Committee for the constant cooperation 
which we have always had from you in the past. 

We feel that you have done an outstanding job and, frankly, we 
are sorry to see you go, although we wish you all the best of hick in 
your new position. 

Judge Barnes. Thank you very much, Mr. Roosevelt. 

Mr. Roosrvetr. Judge, we have a number of questions which we 
have outlined here. 

I think you should be told first or I think I should say, first, that 
we are very cognizant of the fact that the Department of Justice is 
in litigation with United Fruit Co., and we will try not to trespass 
upon the proprieties of the situation. 

Of course, if at any time you feel that a question does so trespass, 
we hope, and we are sure, you will let us know. 

Is there anything you would like to say to us, first? 


TESTIMONY OF JUDGE STANLEY N. BARNES, ASSISTANT AT- 
TORNEY GENERAL IN CHARGE OF THE ANTITRUST DIVISION; 
ACCOMPANIED BY ROBERT A. BICKS, LEGAL ASSISTANT TO 
THE ASSISTANT ATTORNEY GENERAL 


Judge Barnes. Yes; there is, Mr. Chairman; if I may be permitted, 
I should like to make a statement, and I will be glad then to attempt 
to answer any questions that you have. 
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Mr. Roosrvett. We will be very happy to have you do so. 

Judge Barnes. I appear today at the request of your chairman. 
Based on the suggestion of your committee counsel, Mr. Everette 
MacIntyre, my understanding is that this afternoon you wish me to 
discuss this Department’s antitrust proceeding against the United 
Fruit Co. 

Left for tomorrow morning, I further understand, will be more 
general analysis of problems involved in settling civil antitrust 
proceedings by consent judgment. 

Before I get to the prepared portion of my statement, however, I 
note that in the release which you chairman gave this morning to the 
newspapers, two paragraphs that were of particular interest to us, 
reading as follows: 

In this study—referring to the House Small Business Committee, 
you stated— 

We have been particularly concerned with the problems of small distributors or 
dealers when they have been dependent upon large integrated suppliers. We 
have received numerous complaints from many industries that under such cir- 
cumstances the large supplier exploits and often destroys its so-called independent 


distributors in furtherance of maintaining or creating monopoly advantages for 
the supplier. 


Continuing with your statement: 


We have found, for instance, in the petroleum industry indications that one 
purpose behind the control of oil companies over their short-term lessee gasoline 
dealers is to afford a buffer against competition on the wholesale level so that the 
wholesale price structure of gasoline will not be disturbed by the forces of supply 


and demand. 

One week ago today, you might be interested in knowing, an in- 
dictment was returned by the-Federal grand jury in Boston charging 
Shell Oil Co. with a violation of section 1 of the Sherman Act. 

This indictment alleged that Shell, during a 6-week period in the 
fall of 1954, conspired with a group of retail service station operators 
in the Quincy, Mass., area to fix the retail selling price of Shell gaso- 
line sold by those service-station operators and by Shell’s own retail 
gasoline service station in the area. 

The indictment charged that the defendant and the co-conspirators, 
naming the various owners of the various stations named as co- 
conspirators—I emphasize as “coconspirators’”’ but not as code- 
fendants—agreed on the specific price that Shell Gasoline should be 
sold at retail, and also agreed that Shell would give a preferential 
price below its posted tank-wagon price to the coconspirator service 
station operators so long as lin resold at the agreed-upon retail 
prices. 

Yesterday, arraignment took place in Boston. That arraignment, 
was continued until this morning. And this morning Judge Wyzanski 
accepted a plea of nolo contendre offered by the defendant. The 
court immediately imposed a fine of $5,000, the maximum permissible 

ere. 

Of course, today if that same conduct took place there would be a 
maximum fine of $50,000. But the act, which was amended at this 
session of Congress, is not retroactive in its effect. The gravamen of 
the charge here was that the individual liberty of trade of the service- 
station operators was curtailed since each operator had to operate at 
a gross profit margin dictated by Shell. 
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The judgment of Shell was substituted for that of the service- 
station operator in setting the retail price at which he would resell 
his gasoline after he had bought it from Shell. 

This case, the first of its kind, was designed to attack interference 
by a major oil company with a business operation and the decisions 
of local independent operators who buy from major oil companies 
and resell to the public. 

The antitrust laws forbid price-fixing agreements which prevent 
the independent businessman from exercising his own judgment in 
the market, guided by freely operating competitive forces. 

] thought you might be interested in that case because it is the 
first case of its kind that has been brought to a conclusion. 

Mr. Rooserve rt. Judge, may I say to you that, as chairman of 
this committee, we were delighted to see the Department of Justice, 
under your leadership, take this action. 

We feel that the result which you have achieved is a very historic 
one. 

We congratulate you personally, and the Department of Justice 
in their success, and we hope that what has been entered into here 
will be followed up in every other case where it exists, and the records 
of the committee, as I am sure you know, supported the charges 
which you made, and I feel very hopeful that the future will be—will 
show a much more improved condition because of the action which 
you have so successfully taken. 

May I say in that connection I think it would physically be impos- 
sible for the Antitrust Division to file every case that it could if it 
had unlimited funds. But we are very hopeful that a decision of 
that kind, which is rather clear cut, would indicate some danger to 
antitrust violators if such procedures continued. 

Mr. Roosevett. I might remark at this point, if the penalty does 
not seem adequate to deter future violations under that way, perhaps 
then we should consider making the penalty great enough so that it 
will deter them 

Mr. Barnes. I will not speak on that matter today. 

I now turn, Mr. Chairman, to the United Fruit. 

On July 2, 1954, the Department of Justice, after conferring with 
various other governmental agencies at some length, filed suit in the 
District Court for the Eastern District of Louisiana against the United 
Fruit Co. Some 18 months later, on January 12, 1956, the United 
States filed an amended complaint, building on evidence gathered 
since the original complaint to further detail its allegations as well 
as to add some new ones. To this amended complaint United filed 
its answer on February 10, 1956. 

Because it is in court, I do not propose to argue it, nor to try it 
before this or any other committee. There are, however, matters 
which I can discuss. 

To set the background, the complaint’s allegations, covering trans- 
actions that stretch back more than half a century, may be quickly 
summarized. The crux of the offenses asserted is United’s attempt 
to monopolize, and its conspiracy with various competitors to monop- 
olize, with the result—the complaint goes on to recite—of monopoliza- 
tion. United’s monopolization, the complaint concludes, has been: 
achieved and maintained by a variety of acts. 
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The complaint’s beginning point, in the language of paragraph 6, 
is the “Nature of the Trade and Commerce Involved.” Bananas, 
the complaint explains— 


are not produced in the United States for commercial purposes. The banana 
industry involves (a) the production and transportation of bananas in the Ameri- 
ean tropics, (6) the transportation therefrom by water carriers to the United 


States, and (c) the importation, sale and distribution of bananas in the United 
States. 


Amplifying the nature of the banana trade, complaint paragraph 7 
goes on: 


The banana is a tropical, highly perishable, nonseasonal fruit which because of 


its peculiar qualities must be planted, grown, harvested, and transported according 
to a coordinated schedule. 


Some of that, Mr. Steed, you were just going into a few moments 
ago. 


The amount of land suitable for growing bananas is definitely limited, because 
the plants require peculiar soil conditions in tropical areas accessible to trans- 
portation facilities. They must be cut while green and unripe and transported in 
this condition by refrigerated or ventilated railroad and water carriers to ports 
of import within the United States and to distributing points therein. After the 
bananas are delivered to the wholesaler they are usually kept in a refrigerated 
ripening and processing room where the natural ripening of the fruit is controlled 
until it is ready for sale and delivery to the retailer. 


Against this background of industry practice, the complaint details 
United’s present activities. United, complaint paragraph 10, for 
example, alleges, owns, and leases— 
banana growing lands * * * in the American Tropics. 

Beyond these lands, the complaint goes on, United purchases bananas— 


under agreements with independent banana planters to purchase their entire 
production or in the open market. 


Implementing this trade, United owns and operates— 


various public utilities in the American Tropics, including railroads, docks, 
wharves, sidings, and telegraph lines— 


as well as— 


an extensive shipping line of refrigerated vessels particularly adapted to the 
transportation of bananas from the American Tropics to ports within the United 
States. 


Utilizing these resources, complaint paragraph 10 concludes, United 
engaged in— 

the importation, distribution, and sale of bananas in the United States, entering 
chiefly at New York, New Orleans, Mobile, Charleston, Baltimore, San Francisco, 


Los Angeles, and Seattle; and * * * the wholesaling of bananas in New England 
and in New Orleans. 


In all phases of these activities, the complaint asserts, United has 
achieved dominance. Complaint paragraphs 11 through 15, for 
example, detail United’s control over banana production. Thus, 
paragraph 12 alleges that— 


United owns or leases a total of 2,692,989 acres of land in the American Tropics. 


This figure, complaint paragraph 13 explains, stands in sharp contrast 
to the some 17,500 acres, owned by— 


the only other importer which owns or leases banana producing lands of any 
consequence. 
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As a result, complaint paragraph 14 concludes: 


With the exception of land in Ecuador, United owns, leases, or otherwise 
controls 85 percent of the land in the American Tropics suitable for banana 
cultivation. 


Supplementing United’s hold on banana production is United’s 
control over facilities for banana transport. Complaint paragraph 
16, for example, alleges that: 


Almost from its inception, United has exercised a policy of ownership or control 
of all or a major portion of the railroad facilities in the banana producing areas 
of the countries of Central and South America except Ecuador. As a conse- 
quence, other importers have been denied, or hampered in obtaining, access to 
these facilities and consequently to the market in the United States * * *. 


As a result of this policy, complaint paragraph 18 asserts: 


In 1946, United controlled, by ownership or charter approximately 73 percent 
of all banana-carrying ships controlled by banana importers (having approxi- 
mately 85 percent of the refrigerated capacity of all such ships), * * * and 
approximately 12 percent of such ships controlled by all other importers (having 
less than 1 percent of the total refrigerated capacity). 


United’s dominance in banana production and transport is reflected 
in its lion’s share of banana imports into this country. 

From 1935 through 1953— 
complaint paragraph 19 suggests— 


except for the war years 1943 through 1946, United consistently imported annually 
more than 50 percent by stems of all the bananas brought into the United States. 
During that period United’s banana imports have averaged over 63 percent by 
weight of the total bananas brought into the United States. 


Within this period, in 1951 specifically, the complaint emphasizes: 


No other single importer [with one exception] accounted for so much as 1 percent 
of the national total. 


Finally, underscoring United’s import control on the west coast is 
complaint paragraph 20’s allegation that— 


During the first 6 months of 1954 United imported 100 percent of all bananas 
imported by water to the west coast of the United States. 


So much for a thumbnail sketch of United’s present dominance. 
To round out the picture, however, consider the means by which, 
according to the complaint, United achieved its illegal monopoly. 

The beginning point is United’s combination, commencing in early 
1899, with many of its competitors. These acquisitions (detailed in 
complaint pars. 28 through 35) culminated in United’s 1929 purchase 
of Cuyamel Fruit Co., its principal and most vigorous rival (complaint 
par. 47). Beyond competitors bought out, United agreed with others, 
according to complaint paragraph 54 B (2) and (3), to allocate markets 
and restrict imports. 


Supplementing these agreements, complaint paragraph 54 asserts 
United— 


participated in meetings of groups or associations of banana jobbers, dealers, or 
other of its customers for the purpose or with the effect of preventing said customers 
from dealing with its competitors or dominating one or more phases of the banana 


business. 

Finally, reflecting United’s momen, position is the tremendous 
disparity of bargaining power (detailed in complaint pars. 54 E (10), 
(11), (12), (13), (14) and (15)) between, on the one hand, United and, 
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on the other, its various American customers. As a result, in the 
language of complaint paragraph 54 E (15) customers were denied— 
an option to determine the mode of transportation to their places of business for 


the bananas which they purchased f. 0. b. the port of importation (complaint 
par. 54 E (15)). 


Further, as the complaint alleges, United— 


coerced customers to purchase bananas either greater in quantity or lower in 
quality than they required. 

Finally, reflecting United’s monopoly power is United’s practice, 
amplified in complaint paragraph 54 E (15), of selling bananas to 
customers— 

without affording them a reasonable opportunity to inspect the bananas and 
judge their quality, condition, and appearance. 

From this background, it seems clear that preparation of this cause 
poses complex problems of theory and proof for this Department and 
the defendant. Reflecting this task is the fact that at least three 
times prior to 1953 investigation or suit against United Fruit was 
recommended by the trial staff but no suit was ever filed. In 1913, 
for example, the Special Assistant to the Attorney General in charge 
of the United Fruit investigation, surveyed United’s history and 
recommended suit. Again, in late 1937, investigation with an eye 
to suit was recommended by the trial staff, but overruled because of 
the time and expense, and the immense preparation and investigation, 
which suit would require. Finally, in 1952, suit again was recom- 
mended, but postponed. 

As a result, the investigation of United Fruit, plus a proposed com- 
plaint, came to me soon after I took office in mid-1953. United, of 
course, in addition to its business in the United States, Canada, and 
Europe, operates in several Central and South American countries. 
Thus, in accord with well-established procedure for antitrust cases, 
involving activities abroad, we consulted. with the Department of 
State before filing suit. 

By consultation with the Department of State, we sought, first, to 
gage more accurately the effect of United’s acts abroad. To this end, 
we believed the Department of State’s knowledge of business condi- 
tions abroad might be particularly helpful. 

Second, we sought State’s informed judgment regarding the effects 
on our Nation’s foreign policy of, for example, a particular form of suit 
to be filed at a particular time. Such decision as to timing of suit or 
how to proceed are traditionally matters within the prosecutor’s dis- 
cretion—matters on which a prosecutor may be well advised to seek 
a variety of expert views. 

True, consultation with other departments may to some extent com- 
plicate our proceedings, and, certainly increases the amount of time 
required for such acase. Equally true, however, properly coordinated 
Government efforts require, to the extent statutory responsibilities 
permit, that law enforcement by one agency jibe with programs di- 
rected by other agencies, so far as that is possible. With this in mind 
we have undertaken the task of continued consultation with interested 
agencies. 

Finally, underscoring the complexity of our task is the fact that 
four law firms in Washington, New York, Boston, and New Orleans 


in addition to United’s own law department, now represent United 
Fruit. 
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I should say that condition has not existed for any length of time, 
because a great many of our negotiations and conferences were with 
house counsel, the very eminent gentlemen that represent United 
Fruit in many of its dealings that we have had over the past year. 

The Antitrust Division, in sharp contrast, during 1954 had only 
one man—albeit a capable and experienced one Mr. Milton Kallis 
available for work on this case. 

Beginning with 1955, I was fortunate anough to bring onto the 
case Mr. Harold Glendening of New York, a man versed in trial 
work, who, in addition, had some 20 years of antitrust experience. 
Even now, however, our staff consists of too few lawyers, in comparison 
to the galaxy on the other side. 

From this disparity in staffing stems our necessity for using all 
proper means to aid our preparation for trial. Against this back- 
ground, this Department’s agreeing to extensions of United’s time 
for answer must be appraised. 

I have attahced to my statement on page 11 a list of all extensions 
requested, the time that they were extended to, and the date under 
which the court made the order extending the time. 

At the outset, between the date of filing of the original complaint 
and its amendment, defendants requested some 16 extensions of time 
to answer, generally — 


on the ground that the allegations of the complaint are complex and cover an 
extensive period of time and that despite diligent effort on the part of the defend- 
ant additional preparation and study are for this reason required. 


Agreeing to such extensions, this Department was influenced by at 


least five factors. 

I might say here, Mr. Chairman, that I do not think that anyone 
can understand the complexity of this litigation unless someone sees, 
at least, a portion of the pleadings, and I suggest that a copy of the 
amended complaint be filed here as an exhibit in this matter. 

Mr. Rooseve.t. The committee will accept that. 

(The amended complaint is as follows:) 


IN THE UNITED STATES DISTRICT COURT FOR THE EASTERN 
DISTRICT OF LOUISIANA 


Civil Action No. 4560 filed July 2, 1954 
Amended complaint filed January 12, 1956 


Unitep States oF AMERICA, PLAINTIFF v. UNITED Fruit Co., DEFENDANT 


AMENDED COMPLAINT 


The United States of America, by its attorneys, acting under the direction of the 
Attorney General of the United States, brings this action against the defendant 
named herein, and complains and alleges as follows: 


I. JURISIDCTION AND VENUE 


1. This amended complaint is filed and these proceedings are instituted under 
section 4 of the Act of Congress of July 2, 1890, c. 647, 26 Stat. 209, as amended, 
entitled ‘‘An act to protect trade and commerce against unlawful restraints and 
monopolies,’’ commonly known as the Sherman Act; and under section 74 of the 
Act of Congress of August 27, 1894, c. 349, 28 Stat. 509, as amended, entitied “‘An 
act to reduce taxation, provide revenue for the government, and for other pur- 
poses,’’ commonly known as the Wilson Tariff Act, to prevent and restrain 
violations by the defendant, as hereinafter alleged, of sections 1 and 2 of the 
Sherman Act and section 73 of the Wilson Tariff Act. 
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2. The defendant has offices in the United Fruit Building in New Orleans in the 
eastern district of Louisiana and transacts business and may be found within said 
district. 


Il. THE DEFENDANT 


3. United Fruit Co. (hereinafter referred to as United), a corporation organized 
and existing under the laws of the State of New Jersey, is made a defendant 
herein. United is engaged in the business of producing, distributing, and selling 
bananas. It carries on its business dirctly and through wholly owned subsidiary 
corporations including the Fruit Dispatch Co., Meloripe Fruit Co., Banana 
Selling Corp., Compania Agricola de Guatemala, Maritrop Corp., Compania 
Bananera de Costa Rica, Tela Railroad Co., Compania Bananera del Ecuador, 
Chiriqui Land Co., United Fruit Steamship Corp., and Santa Marta Railway 
Co., all of which are Delaware corporations except Meloripe Fruit Co. which is a 
Massachusetts corporation and Banana Selling Corp., which is a Louisiana 
corporation. 

4. Acts alleged in this amended complaint to have been done by United were 
done either by United or by its wholly owned subsidiary corporations, acting 
through their officers, directors, agents, or employees. 

5. The word ‘‘person”’ or ‘‘persons,’’ whenever used in this amended complaint, 
shall be deemed to include not only natural persons, but also firms, corporations, 
and associations. 


Ill, NATURE OF TRADE AND COMMERCE INVOLVED 


6. Bananas are not produced in the United States for commercial purposes. 
The banana industry involves (a) the production and transportation of bananas 
in the American tropics, (b) the transportation therefrom by water carriers to the 
United States, and (c) the importation, sale and distribution of bananas in the 
United States. 

7. The banana is a tropical, highly perishable, nonseasonal fruit which because 
of its peculiar qualities must be planted, grown, harvested, and transported ac- 
cording to a coordinated schedule. The amount of land suitable for growing 
bananas is definitely limited, because the plants require peculiar soil conditions in 
tropical areas accessible to transportation facilities. They must be cut while 
green and unripe and transported in this condition by refrigerated or ventilated 
railroad and water carriers to ports of import within the United States and to 
distributing points therein. After the bananas are delivered to the wholesaler 
they are usually kept in a refrigerated ripening and processing room where the 
natural ripening of the fruit is controlled until it is ready for sale and delivery to 
the retailer. 

8. The principal banana producing countries in the American tropics now are 
Honduras, Ecuador, Costa Rica, Guatemala, Panama, Colombia, and Dominican 
Republic. Other producing countries include Jamaica, Haiti, Mexico, Nicaragua, 
and Cuba, 

9. The principal ports of import in the United States are New York, N. Y.; 
New Orleans, La.; Jacksonville, Miami, and Tampa, Fla.; Mobile, Ala.; Balti- 
more, Md.; Norfolk, Va.; Charleston, S. C.; Brownsville and Galveston, Tex.; 
Los Angeles and San Francisco, Calif; and Seattle, Wash. 

10. United’s principal banana operations are (a) the ownership and leasing of 
banana growing lands and the production of bananas in the American tropics; (5) 
the purchase of bananas in the American tropics, under agreement with independent 
banana planters to purchase their entire production or in the open market; (c) 
the ownership and operation of various public utilities in the American tropics, 
including railroads, docks, wharves, sidings, and telegraph lines; and stock owner- 
ship in such public utilities and control thereof in connection with the transporta- 
tion of bananas from farms and plantations to ports of export for transportation 
by water carriers to ports in the United States; (d) the ownership and operation 
of an extensive shipping line of refrigerated vessels particularly adapted to the 


transportation of bananas from the American tropics to ports within the United 
States, and the chartering of refrigerated banana shipping space for long terms on 
independent shipping lines; (e) the importation, distribution, and sale of bananas 
in the United States, entering chiefly at New York, New Orleans, Mobile, Charles- 
ton, Baltimore, San Francisco, Los Angeles, and Seattle; and (f) the wholesaling 
of bananas in New England and in New Orleans. 
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Production 


11. An importer has various means of obtaining bananas in the American 
tropics. He may produce them himself on land which he either owns or leases, 
or he may buy them either under purchase agreements or in the open market. 

12. United owns or leases a total of 2,692,989 acres of land in the American 
tropics. Of these holdings, 777,573 acres are improved and 150,663 acres are 
actually planted to bananas. 

13. Standard Fruit & Steamship Corp. (hereinafter sometimes referred to as 
Standard), a corporation with principal office and place of business in New Orleans, 
La., is the only other importer which owns or leases banana-producing lands of 
any consequence. Its holdings amount to 17,455 acres, located in Honduras. 

14. With the exception of land in Ecuador, United owns, leases, or otherwise 
controls 85 percent of the land in the American tropics suitable for banana culti- 
vation. These extensive holdings assure United of a present and future steady 
supply of top-quality fruit. Almost without exception all of United’s competitors 
are compelled to purchase bananas from planters in Ecuador or from small farmers 
in Central American whose banana crop is incidental to their production of coffee. 

15. United obtains approximately 10 percent of its bananas by buying from 
independent planters under exclusive purchase contracts. It is usually agreed 
that the grower will sell and United will purchase the planters’ entire banana 
production. In addition, United agrees to furnish necessary spraying equipment 
and other materials. The contracts range in duration from 1 to 10 years and 
specify the number of acres involved. 


Transportation 


16. Almost from its inception, United has exercised a policy of ownership or 
control of all or a major portion of the railroad facilities in the banana-producing 
areas of the countries of Central and South America except Ecuador. As a 
consequence, other importers have been denied, or hampered in obtaining, access 
to these facilities and consequently to the market in the United States, and thus 
the operations of competing banana shippers in these areas have been greatly 
curtailed or eliminated. 

17. Assurance of the availability of an adequate amount of refrigerated and 
ventilated shipping space according to a regular and frequent schedule is an essen- 
tial element in the successful importation of bananas from the American tropics 
into the United States. Ventilated ships, however, are suitable only for short 
hauls. 

18. Among all banana importers, United owns or operates the largest fleet of 
banana-carrying vessels. In 1946, United controlled, by ownership or charter, 
approximately 73 percent of all banana-carrying ships controlled by banana 
importers (having approximately 85 percent of the refrigerated capacity of ail such 
ships), as compared with less than 15 percent of such ships controlled by Standard 
(having less than 15 percent of the total refrigerated capacity), and approxi- 
mately 12 percent of such ships controlled by all other importers (having less than 
1 percent of the total refrigerated capacity). These figures do not include refrig- 
erated shipping space made available to banana importers by other common 
carriers plying between the American tropics and the United States. Much of 
this space United, through contracts, has controlled. 


Importation 


19. In 1951 there were approximately 167 importers of bananas into the United 
States, but the first ranking 12 accounted for 90 percent of the total stems imported 
or 93.4 percent by weight. No other single importer accounted for so much as 
1 percent of the national total. From 1935 through 1953, except for the war 
years 1943 through 1946, United consistently imported annually more than 50 
percent by stems of all the bananas brought into the United States. During that 
period United’s banana imports have averaged over 63 percent by weight of the 
total bananas brought into the United States. 

20. In 1935, United Imported 30.7 million stems, or 55.75 percent of the United 
States total of 55 million stems imported, and in 1953, United’s imports of 29 
million stems represented 57.31 percent of the United States total of 50.5 million 
stems imported. By weight, United’s banana imports were 64.8 percent of the 
United States total in 1953. Weight is the standard of measurement by which 
bananas are sold. Prior to November 1927, United imported no bananas by water 
to the west coast of the United States. During the first 6 months of 1954 United 
imported 100 percent of all bananas imported by water to the west coast of the 
United States. 
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21. The next largest importer during the period 1935-53 was Standard. In 1935 
Standard imported 25.66 percent of the total stems brought in to the United'States, 
while by 1953 its annual share had dropped to 15.78 percent by stems, or about 
15 percent by weight. 

22. In 1953, when United imported 29 million stems, the next largest importer 
was Standard, which imported less than 8 million stems. No more than four 
other concerns imported over a million stems in 1953. United’s stems presently 
average approximately 80 pounds whereas those of Standard average approxi- 
mately 65 pounds and those of other importers average approximately 50 pounds. 

23. The following table shows total annual importations of bananas in units of 
thousand stems, as well as imports by United, by Standard, and by all other 
importers combined: 


Total | By United By Standard All others combined 
imports | pcheazcteacaeies eee pera ating 
(in 1,000 | | | 
stems) | Number | Percent Number | Percent | Number} Percent 

| | | 
j 


mi oe | ai 


25.66 | 10,228 | 18. 69 
18. 00 22. 52 
6.78 | 17,689} 43.19 
11.40 | 15,6 30. 47 
13.74 | 13,94: 28. 71 
15. 78 | 26. 91 


55, 018 | 
52, 335 | 
40, 953 | 
51, 276 

49, 273 | 
50, 544 | 
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The following table shows approximate total annual importations of bananas 
by weight in pounds, as well as approximate imports by United, by Standard, 
and by all other importers combined for the years 1951 and 1953: 


| Total By United By Standard | All others combined 
imports 


(in 1,000 | AD Peek TUALaee wh RUL Oo 
pounds) Number | Percent | Number | Percent | Number | Percent 
| 


3, 310,446 | 2,325,274 70.00 | 461, 806 14.00 | 523, 266 16.00 
3,481,000 | 2,255, 726 64.80 | 524,010 15.00 | 701, 264 20. 20 


24, In each of the 7 principal banana-producing countries, namely, Honduras, 
Costa Rica, Panama, Guatemala, Colombia, Dominican Republic, and Ecuador, 
United presently controls between 16 percent and 92 percent of all the banana 
business, and it is from these 7 countries that United obtains over 99 percent of the 
bananas which it imports into the United States. United in 1951 exported 70.3 
percent of all the bananas sent to the United States from Honduras, 92.3 percent 
from Costa Rica, 13.7 percent from Ecuador, 87.9 percent from Panama, 84.1 
vercent from Guatemala, 63.5 percent from Colombia and 25 percent from the 

ominican Republic. In 1951 United, which alone accounted for about 58 
percent of the United States’ imports by stems, derived about 95 percent of the 
bananas which it imported into this country from Honduras, Costa Rica, Panama, 
Colombia, and Guatemala. In 1951 from each of these countries, United ex- 
ported between 63.5 percent and 92.3 percent of the country’s total banana 
production. 

25. In every principal banana-producing country in which it operates, except 
Ecuador and Dominican Republic, United dominates. 

26. Except for Standard, all other importers derive almost all of their bananas 
from Ecuador, Haiti, Colombia, Mexico, Nicaragua, and Cuba. Approximately 
75 percent of their supply comes from Ecuador. 

27. Prices quoted and charged by United have been subject to considerably 
less fluctuation than those quoted and charged by other importers. Furthermore, 
United’s prices have consistently remained stable and firm through periods of 
variation in supply and demand and periods of variation in business activity and 
prosperity. United has been able to set its prices without regard to those quoted 
by any other importer. 


IV. HISTORY OF THE DEFENDANT FROM 1899-1935 


28. The banana industry in the United States dates from about 1870, when 
ships plying northward from the American tropics began regularly to carry bananas 
to certain ports in this country, principally New Orleans, Mobile, Charleston, 





120 DISTRIBUTION PROBLEMS 


Baltimore, Philadelphia, New York, and Boston. Within 15 years 2 of the earliest 
members of the banana importing industry had attained considerable size. 
They were Boston Fruit Co. and Minor C, Keith. By 1899 each of these interests 
was engaged in substantially all levels of the industry and had become the most 
wealthy, active and dominant member of the areas where it operated. 

29. United was organized on or about March 30, 1899, by Boston Fruit Co. 
and Minor C. Keith. Its charter authorized it to acquire the businesses of other 
persons and to acquire, deal with, and vote the stock and securities of other 
companies. 

30. At that time the following were some of the persons who were either growing 
bananas in the American tropics or importing bananas into the United States: 

Boston Fruit Co. 

Bluefields Steamship Co. 

Tropical Trading & Transport Co., Ltd. 
J. M. Ceballos & Co. 

Orr & Laubenheimer Co., Ltd. 

Camors, McConnell & Co. 

New Orleans, Belize, Royal Mail & Central American Steamship Co. 
Snyder Banana Co. 

Camors-Weinberger Banana Co., Ltd. 
Salvatore Oteri 

John C. Woods 

31. On or about April 1, 1899, United issued to Boston Fruit Co., $5,200,000 
worth of United’s capital stock for all the properties of Boston Fruit Co., and its 
subsidiary companies. These companies were American Fruit Co., Banes Fruit 
Co., Buckman Fruit Co., Dominican Fruit Co., Quaker City Fruit Co., and 
Sama Fruit Co. At that time Boston Fruit Co. and its subsidiaries were growing 
and buying bananas in Cuba, Jamaica, and San Domingo, and importing them 
at Boston, New York, Philadelphia, and Baltimore. 

32. On or about April 5, 1899, United made two agreements with Minor C. 
Keith and Michael T. Snyder which resulted in the purchase of all the property 
of the Tropical Trading & Transport Co., Ltd., and eventually all that of the 
Colombian Land Co., Ltd., and of the Snyder Banana Co., for approximately 
$3 million of United’s stock. These acquisitions gave United further sources of 
supply in Costa Rica and Colombia, with markets at New Orleans and Mobile. 
United thus issued between 8 and 9 million dollars of its capital stock for the 
properties of Boston Fruit Co., and Keith and his associates. 

33. On or about April 23, 1899, United acquired a foothold in Honduras. 
It purchased for $800,000 the properties of Salvatore Oteri and Michael Macheca, 
who were engaged in the business of importing bananas from Honduras to New 
Orleans and Mobile. Macheca was the owner of the New Orleans, Belize, Royal 
Mail & Central American Steamship Co. 

34. On April 24, 1899, United contracted for the purchase of the business of 
John C. Woods, who was importing from Honduras to New Orleans. 

35. As a result of its combinations with these members of the industry, United 
became a vertically integrated enterprise operating throughout the American 
Tropics and the United States wherever any phase of the banana business was 
conducted. 

36. United during its first year (1899) imported 69 percent in terms of stems 
of all United States imports of bananas. This figure does not reflect business 
done by companies in which United had acquired controlling interest. 

37. Immediately upon its formation, United adopted and pursued a policy of 
absorbing or excluding competitors in all phases of the industry. Within 10 
months from its creation, it acquired control of 8 of the 18 persons engaged in 
importing bananas into the United States. Among the competitors acquired by 
United at this time were (a) Bluefields Steamship Co., which itself was a com- 
bination of rival and competing interests; (b) Orr & Laubenheimer Co., Ltd.; 
(c) Camors-Weinberger Banana Co., Ltd.; and (d) Camors, McConnell & Co., 
all of which had been very successful companies from the outset. 

38. These acquisitions comprised from 60 to 75 percent of the business not 
theretofore done by United. Between 1902 and 1906, United acquired seven 
more competitors. Two were the largest and most active in the trade. 

39. These acquisitions enabled United to acquire footholds in Guatemala, 
Honduras, Nicaragua, and Panama, and to continue to operate in Jamaica, 
Cuba, San Domingo, Costa Rica, and Colombia. 

40. In May 1905, United acquired control of another banana company when it 
purchased 1,260 share of the 2,500 shares outstanding of the Atlantic Fruit Co. 
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Atlantic had been in active competition with United from the time it was formed 
in January 1905, and was the successor of DiGiorgio Importing & Steamship Co., 
which had been in the banana business since on or about February 5, 1901. 

41. Also in 1905, United joined Messrs. Ashbel Hubbard and Samuel Zemurray 
in purchasing the assets of Thacker Bros. Steamship Co., a failing firm dealing in 
bananas. Both Hubbard and Zemurray had previously been active in the 
banana business. A new corporation was formed under the name of Hubbard- 
Zemurray Steamship Co. to engage in the banana trade. About April 15, 1905, 
United acquired a controlling interest in the new company. 

42. On or about January 15, 1906, the board of directors of United resolved to 
pay the sum of $170,000 for a one-half interest in Vaccaro Bros. Co., a New 
Orleans importer. This resolution was carried into effect. 

43. After congressional inquiry into United’s conduct in 1908, United sold its 
interest in the banana business of Vaccaro Bros. Co. This firm has remained in 
business to date, having been reorganized in 1923 as Standard Fruit & Steamship 
Co. United, on or about September 10, 1909, agreed to sell its interest in Atlantic 
Fruit Co. to the president of Atlantic and made the transfer in about April 1910. 
In 1911, United sold its interest in the Hubbard-Zemurray Steamship Co. The 
properties of this company were later absorbed by Cuyamel Fruit Co. (herein- 
after sometimes referred to as Cuyamel), under the domination of Zemurray. 
Cuyamel became very active and developed into United’s most vigorous and 
formidable rival. 

44. In 1911, United was forced by a decree of the United States Circuit Court 
for the Eastern Division of Louisiana to divest itself completely of its stock owner- 
ship and control over Bluefields Steamship Co. 

45. Despite the aforesaid divestitures by United of its interests in certain 
banana companies, United continued its policy of aequiring stock interests in 
competitors. On or about January 8, 1918, the executive committee of United’s 
board of directors considered an option agreement dated December 23, 1913, 
between Samual Zemurray and International Railways of Central America 
(hereinafter referred to as IRCA) for the sale by Zemurray to IRCA of a block 
of Cuyamel stock. IRCA was the only national railroad in Guatemala and had 
a very close relationship with United. On or about January 8, 1918, the executive 
committee of the board of United voted authority to advance to IRCA $765,000 
for the purchase of 17,000 shares of Cuyamel stock. By May 29, 1922, United 
had become the owner of 17,000 shares of Cuyamel stock and on or about May 29, 
1922, the executive committee of United authorized the sale of 17,000 shares of 
Cuyamel stock for $1,200,000. 

46. In November 1927, United set up a western division with headquarters 
in San Francisco, Calif. In 1928, United acquired all the stock and assets of 
California-Guatemala Fruit Corp. which had been organized on October 14, 
1921, under the laws of Delaware for the purpose of producing bananas in Guate- 
mala and exporting them to the west coast of the United States. Also, in 1928, 
United acquired the Compania Frutera Transcontinental 8. A. and the plantations 
and business of one P. A. O’Hea, both of whom produced or purchased bananas 
in Mexico and shipped them across the border into the United States. 

47. In 1928, United’s share of the total imports of bananas into the United 
States was 52.6 percent in terms of stems, and at least 56 percent in terms of 
weight. In the same year Cuyamel’s share of imports in terms of stems was at 
least 12.75 percent. By 1929, Cuyamel had become United’s principal competitor. 
The quality of its fruit was superior to United’s. United found that Cuyamel’s 
sales frequently upset its prices and unstabilized the market for its bananas to 
such an extent that United was unable to maintain its desired selling prices. On 
or about November 15, 1929, United and Cuyamel entered into an agreement 
for the sale to United of the good will, lads, assets, and other properties of Cuyamel 
and its subsidiary, Cortes Development Co. In consideration for said exchange 
United paid 300,000 shares of United’s capital stock then having a market value 
of about $32 million. 

48. In 1929, the Compania Frutera Sud Americana (of Chile), hereinafter 
referred to as Frutera, indicated to United its intention of importing bananas 
from Ecuador to the west coast of the United States and also to New York, 
During 1933 and the first half of 1934, Frutera, in addition to shipping bananas 
south from Ecuador to Chile, also sent many large shipments from Ecuador to 
California, particularly to Otis McAllister & Co., as consignee, in competition 
with United. United took various steps to discourage such competition. In 
1933, it sent Irving B. Joselow to Ecuador with instructions to establish banana 
purchasing operations there in order to obtain a source of supply of bananas for 
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a bogus competitor company which United was intending thereafter to organize 
as its subsidiary. After the basis for operations had been laid and sources of 
supply for bananas in Ecuador had been arranged, United organized and com- 
pletely financed Continental Banana Co. (hereinafter referred to as Continental) 
which was incorporated in California on March 14, 1934, with offices in San 
Francisco. The aforesaid Joselow, and William A. Deverall and D. A. McCarthy 
were the officers and ostensible owners of the capital stock of Continental. In 
fact they had no financial interest in said company, which at all times was a wholly 
owned and completely controlled subsidiary of United. United through this 
subsidiary proceeded to ship bananas from Ecuador south to Chile at unreasonably 
low prices, thereby threatening the position of Frutera in the Chilean market. 
Likewise, United through Continental purchased bananas in large quantities for 
shipment north to the west coast of the United States for sale by and in the name 
of Continental as a pretended competitor at prices lower than United’s own 
established prices. On or about January 2, 1935, United through Continental 
entered into an exclusive agreement with George H. Snow of Vancouver, British 
Columbia, whereby bananas were excluded from the United States. In addition, 
United on February 2, 1934, entered into an exclusive arrangement for all refriger- 
ated space upon the ships of the Grace Line which would carry bananas north 
from Ecuador through the Panama Canal to New York and the east coast of the 
United States. Frutera ceased its shipments from Ecuador to the west coast. 
As of November 9, 1934, United through its subsidiary, Compania Bananera del 
Ecuador, entered into an agreement with Frutera whereby, for $80,000 and other 
considerations, limitations were imposed upon Frutera’s total production and its 
exports which gave United power to exclude Frutera’s bananas from the United 
States. 

49. In 1933-35, Pirris Farm & Trading Co. of Costa Rica made large shipments 
of bananas from Costa Rica to, among others, Hinds-Rolph of San Francisco. 
In 1935, United purchased the business and assets of Pirris Farm & Trading Co. 
Shortly thereafter one Lutz, an individual, made some shipments from Costa 
Rica to the west coast of the United States and within a short time United made 
an agreement with him whereby his competition was eliminated. 


Vv. OFFENSES CHARGED 


50. For many years past and continuing up to and including the date of the 
filing of the complaint herein, United has contracted, combined, and conspired 
with other persons in unreasonable restraint of and has combined and conspired 
to monopolize the aforesaid trade and commerce among the several States and 
with foreign nations in bananas in violation of sections 1 and 2 of the Sherman 
Act (15 U.S. C., sees. 1 and 2). 

51. For many years past and continuing up to and including the date of the 
filing of the complaint herein, United has been engaged in an attempt to monop- 
olize and has monopolized and is now monopolizing the aforesaid trade and 
commerce among the several States and with foreign nations in bananas in 
violation of section 2 of the Sherman Act (15 U. S. C., sec. 2). 

52. For many years past and continuing up to and including the date of the 
filing of the complaint herein, United has agreed, contracted, combined and 
conspired with other persons, while it has been engaged in importing bananas 
from foreign nations in the American tropics into the United Btates with the 
intention of restraining free competition in the above-described trade and com- 
merce among the several States and with foreign nations in bananas and increasing 
the market price in parts of the United States of said bananas in violation of 
section 73 of the Wilson Tariff Act (15 U.S. C., sec. 8). 

53. United threatens to continue these offenses and will continue them unless. 
the relief hereinafter prayed for in this amended complaint is granted. 

54. Pursuant to and in effectuation of the aforesaid offenses in violation of 
sections 1 and 2 of the Sherman Act, alleged in paragraphs 50 and 51 of this 
amended complaint, United has: 

A. Agreed to acquire and did acquire the business of each of the persons referred 
to in paragraphs 31, 32, 33, 34, 37, 38, 40, 41, 42, 45, 46, 47 and 49 of this amended 
complaint. 

B. Entered into, performed and obtained performance of contracts, agreements 
and arrangements with its former competitors in the banana business pursuant to 
which— 

(1) United agreed to acquire and acquired the assets of Cuyamel which 


was at the time of said acquisition its principal competitor in the banana 
business; 
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(2) Markets for bananas have been allocated between 
competitors ; 

(3) Imports of bananas into the United States have been restricted. 

Entered into, performed and obtained performance of contracts, agreements 
and arrangements with other persons pursuant to which United has— 

(1) Acquired ownership or control in most of the leading banana-producing 
countries of most of the land suitable for the growing of bananas salable in 
the United States market; 

(2) Acquired the right to purchase the entire production of bananas grown 
by others; 

(3) Aequired ownership of or control over a predominant part of the land 
transportation facilities necessary for transporting bananas from farms and 
plantations to ports of export in many areas in the American Tropics; 

(4) Aequired ownership of or control over a predominant part of the 
water transportation facilities and shipping space regularly available for 
transporting bananas from ports of export in the American Tropics to ports 
of import in the United States; 

(5) Acquired ownership or control of, or preferential rights in, a predomi- 
nant part of loading and unloading equipment, wharves, docks, sidings, and 
communication facilities required in connection with the transportation of 
bananas from the American Tropics to the United States 

D. Entered into, performed and obtained performance of contracts, agreements 
and arrangements pursuant to which United received from railroads, and water 
carriers transporting bananas from the American Tropics to the United States, 
discriminatory privileges, services, and rates withheld from and unavailable to 
competitors of United on proportionately equal terms. 

E. Engaged in the following exclusionary practices and unfair methods of 
competition: 

(1) Bid, offered and paid higher than prevailing prices for bananas and 
bid for and purchased more bananas than warranted by the demand of its 
customers, and thereby prevented its competitors from obtaining bananas 
for resale in the United States; 

(2) Interfered with existing or potential contractual relations among its 
competitors and others, including growers, transporters and purchasers of 
bananas, for the purpose or with the effect of excluding such competitors 
from one or more phases of the banana industry ; 

(3) Entered into agreements with persons in the banana business requiring 
them to refrain from engaging in any phase of the business for unreasonably 
long periods of time or in unreasonably extensive areas, or both; 

(4) Chartered more refrigerated or otherwise suitable shipping space for 
the transportation of bananas to the United States than required for the 
conduct of its business, for the purpose or with the effect of excluding com- 
petitors from such space; 

(5) Sold bananas to jobbers or other customers without affording them a 
reasonable opportunity to inspect the bananas and judge their quality, condi- 
tion, and appearance; 

(6) Sold bananas at unreasonably low prices for the purpose or with the 
effect of eliminating competition in certain areas in the United States; 

(7) Flooded or threatened to flood the banana market in some areas in 
the United States into which its competitors were shipping, or intending to 
ship, bananas; 

(8) Owned or controlled with competitors a joint interest in agencies buying 
or selling bananas; 

(9) Participated in meetings of groups or associations of banana jobbers, 
dealers, or other of its customers for the purpose or with the effect of prevent- 
ing said customers from dealing with its competitors or dominating one or 
more phases of the banana business; 

(10) Refused to sell bananas to jobbers, dealers, and other customers on 
the ground that they had previously purchased bananas from its competitors 
or that they had not previously been customers of United; 

(11) Coerced customers, under threat of withdrawal of supply of bananas, 
into refraining from purchasing bananas from its competitors; 

(12) Refused to sell bananas to jobbers, dealers, or other customers on 
the ground that they had failed or refused to comply with its directions as 
to terms or conditions of sale; 

(13) Induced banana jobbers and dealers to purchase bananas exclusively 
from it; 

(14) Coerced customers to purchase bananas either greater in quantity or 
lower in quality than they required; 


United and its 
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(15) Denied to its purchasers an option to determine the mode of trans- 
portation to their places of business for the bananas which they purchased 
f. o. b. the port of importation; 

(16) Engaged in a widespread and thorough system of surveillance of the 
activities of its competitors for the purpose or with the effect of maintaining 
and strengthening its dominant position in the banana industry and elimin- 
ating such competitors from the banana industry; 

(17) Operated or controlled coneealed or “‘bogus’’ independents as com- 
petitors of United. 

F. By withdrawing sources of supply, selling bananas as a jobber to retailers 
at unreasonably low prices, and by other means, forced some banana jobbers in 
the New England area out of business, and restricted the growth and operations 
of the remaining jobbers in that area. 

G. Diverted bananas from the United States to foreign markets, thereby 
reducing the supply of bananas in the United States or in parts thereof, for the pur- 
pose and with the effect of raising or maintaining the price in the United States 
or in parts thereof. 

(55). Pursuant to and in effectuation of the aforesaid offense in violation of 
section 73 of the Wilson Tariff Act alleged in paragraph 52 of this amended 
complaint, United has, among others, done the acts described in subparagraphs 
A, B, C, D, E, F, and G of paragraph 54 of this amended complaint. 


VI. EFFECTS 


56. The aforesaid violation of law have had, among others, the following 
effects: 

(a) Other persons have been excluded from engaging in the banana 
business; 

(b) United has acquired the power to fix prices at which bananas are sold 
in the United States; 

(c) United imports at least 65 percent by weight of all bananas sold in the 
United States and 100 percent of the bananas imported by water in the 
States of California, Oregon, and Washington; and 

(d) Consumers have been deprived of the benefits of competition in the 
banana industry in the United States. 

WHEREFORE, plaintiff prays: 

1. That the court adjudge and decree that the defendant lias been a party to 
contracts, combinations, and conspiracies in restraint of interstate and foreign 
trade and commerce in the banana industry in violation of section 1 of the Sher- 
man Act and section 73 of the Wilson Tariff Act; 

2. That the court adjudge and decree that the defendant has combined and 
conspired with other persons, firms, and corporations to monopolize, has attempted 
to monopolize, and has monopolized interstate and foreign trade and commerce 
in the banana industry in violation of section 2 of the Sherman Act; 

3. That the court adjudge and decree that the defendant has used its interests 
in banana growing lands and leases, railroad and water carriers, and other re- 
sources, facilities, and properties owned, controlled, or chartered by it, unlawfully 
in instituting, effectuating, and maintaining the aforesaid violations; 

4. That the court grant such relief by way of dissolution, divorcement and 
divestiture as the court may consider necessary or appropriate to terminate and 
dissipate the defendant’s unlawful activities as hereinbefore in this amended 
complaint alleged, to restore competitive conditions in the banana industry, and 
to deprive the defendant of the fruits of its aforesaid violations of law; 

5. That United be required to divest itself of any and all interests it has in 
every corporation, including its subsidiaries, engaged in the business of jobbing, 
bananas in the United States; 

6. That the defendant be required to offer to sell and to sell to any banana 
jobber, upon such terms and conditions as the court may direct, bananas imported 
by it into the United States; 

7. That the defendant be enjoined from acquiring any of the capital stock or 
assets of, or any financial interest in, any producer, carrier, seller, or distributor 
of bananas or in any firm or corporation engaged in any other phase of the banana 
business; 

8. That the defendant be perpetually enjoined from continuing or renewing 
the foregoing exclusionary practices and unfair methods of competition and from 
continuing, renewing, or claiming any rights under any contract, agreement, or 
understanding in restraint of or to monopolize interstate or foreign trade and 
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commerce in the production, purchase, transportation, importation, sale, and dis- 
tribution of bananas; 


9. That the plaintiff have such other relief as the nature of the case may require 
and as the court may deem proper in the premises; 
10. That the plaintiff recover the costs of this suit. 
Hersert BRowneELt, Jr., 
Attorney General, 
STanteY N. BARNEs, 
Assistant Attorney General, 
Vicror H. Kramer, 
Trial Attorney, 
GreorGE R. BuvgE, 
United States Attorney, 
Harrop 8. GLENDENING, 
Trial Attorney, 
Mitton A. KALLis, 
Trial Attorney, 
Attorneys for the Plaintiff. 
Judge Barngs. First, soon after the a complaint was filed, 
United’s counsel approached us with an offer of a consent decree. 
The precise nature of this offer, as well as the detailed progress of 
negotiations are, of course, matters any prosecutor is obliged to hold 
in confidence. ; : 
Acknowledging this, your chairman wrote me only this week: 


The subcommittee is mindful of the fact that * * * [I] will probably not feel 
at liberty to make complete or even partial disclosure of actual negotiations 
between the Department and the United Fruit Co. 

That, of course, is exactly my position. I can say, however, that 
during the course of these negotiations, we felt we would most likely 
secure a satisfactory settlement, first, by not diverting United’s 
counsel from the task of negotiating to the preparation of an answer; 
and, second, by not freezing United’s position in a publicly filed 
answer. For this reason, among others, we did not oppose extension. 

Before quitting this subject of consent settlement, let me under- 
score one point: So long as I continue as head of the Antitrust Divi- 
sion I will not recommend any judgment in this case unless it includes 
among its provisions extensive divestiture of United’s lands now 
actually used for the production of bananas in the tropics. To this 
date, let me add, United has made no satisfactory offer to settle. 

That is, of course, satisfactory to the Government’s position. We 
have negotiated, and they think we were quite unreasonable. We 
have that disagreement with our position. 

Second, not opposing United’s extensions enabled the Government 
to file its amended complaint without court permission. Federal Rule 
of Civil Procedure 15 (a), you will recali, provides that— 

[a] party may amend his pleading once as a matter of course at any time before 
a responsive pleading is served * * *. Otherwise a party may amend his pleading 
only by leave of court or by written consent of the adverse party; * * * 
After the original complaint was filed, gradually my staff secured 
added evidence which it felt might warrant extending and enlarging 
the allegations of the original complaint. To insure that we might 
file this amended pleading without necessity of court approval or 
facing defendant’s opposition is another reason we did not oppose 
United’s request for extension of time to answer. 
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In that connection, I think I should file, to make the record com- 
plete, a copy of the original complaint, so that anyone who observes 
this record can understand the differences that exist between the 
original complaint filed July 2, 1954, and the amended complaint, 
which I have heretofore handed to the committee. 

Mr. Rooseve.t. The committee will accept that. 

(The complaint is as follows:) 


IN THE UNITED STATES DISTRICT COURT FOR THE EASTERN 
DISTRICT OF LOUISIANA 


Civil Action No. 4560, filed July 2, 1954 
UnitTED STATEs OF AMERICA, PLAINTIFF, V. UNITED FruiT COMPANY, DEFENDANT 


COMPLAINT 


The United States of America, by its attorneys, acting under the direction 
of the Attorney Genera! of the United States, brings this action against the 
defendant named herein, and complains and alleges as follows: 


I, JURISDICTION AND VENUE 


1. This complaint is filed and these proceedings are instituted under section 4 
of the act of Congress of July 2, 1890, c. 647, 26 Stat. 209, as amended, entitled 
‘““An act to protect trade and commerce against unlawful restraints and monop- 
olies,’’ commonly known as the Sherman Act; and under section 74 of the act 
of Congress of August 27, 1894, c. 349, 28 Stat. 509, as amended, entitled “An 
act to reduce taxation, provide revenue for the Government, and for other 
purposes,’? commonly known as the Wilson Tariff Act, to prevent and restrain 
violations by the defendant, as hereinafter alleged, of sections 1 and 2 of the 
Sherman Act and section 73 of the Wilson Tariff Act. 

2. The defendant has offices in the United Fruit Building in New Orleans in 
the Eastern District of Louisiana and transacts business and may be found 
within said district. 


Il. THE DEFENDANT 


3. United Fruit Co. (hereinafter referred to as United), a corporation organ- 
ized and existing under the laws of the State of New Jersey, is made a defendant 
herein. United is engaged in the business of producing, distributing, and selling 
bananas. It carries on its business directly and through wholly owned subsidiary 
corporations, including the Fruit Dispatch Co., Meloripe Fruit Co., Banana Sell. 
ing Corp., Compania Agricola de Guatemala, Maritrop Corp., Compania Bananera 
de Costa Rico, Tela Railroad Co., Compania Bananera del Ecuador, Chiriqui 
Land Co., United Fruit Steamship Corp., and Santa Marta Railway Co., all of 
which are Delaware corporations except Meloripe Fruit Co. which is a Massa- 
chusetts corporation and Banana Selling Corp. which is a Louisiana corporation. 

4. Acts alleged in this complaint to have been done by United were done either 
by United or by its wholly owned subsidiary corporations, acting through their 
officers, directors, agents, or employees. 

5. The word “person” or “‘persons,’’ whenever used in this complaint, shall be 
deemed to include not only natural persons, but also firms, corporations, and 
associations. 

III. NATURE OF TRADE AND COMMERCE INVOLVED 


6. Bananas are not produced in the United States for commercial purposes. 
The banana industry involves (a) the production and transportation of bananas 
in the American Tropics; (b) the transportation therefrom by water carriers to the 
United States; and (c) the importation, sale and distribution of bananas in the 
United States. 

7. The banana is a tropical, highly perishable, nonseasonal fruit which because 
of its peculiar qualities must be planted, grown, harvested and transported accord- 
ing to a coordinated schedule. The amount of land suitable for growing bananas 
is definitely limited, because the plants require peculiar soil conditions in tropical 
areas accessible to transportation facilities. They must be cut while green and 
unripe and transported in this condition by refrigerated or ventilated railroad 
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and water carriers to ports of import within the United States and to distributing 
oints therein. After the bananas are delivered to the wholesaler they are usually 
ept in a refrigerated ripening and processing room where the natural ripening 
of the fruit is controlled until it is ready for sale and delivery to the retailer. 

8. The principal banana producing countries in the American tropics now are 
Honduras, Ecuador, Costa Rica, Guatemala, Panama, Colombia, and Dominican 
Republic. Other producing countries include Jamaica, Haiti, Mexico, Nicaragua 
and Cuba. 

9. The principal ports of import in the United States are New York, N. Y.; 
New Orleans, La.; Jacksonville, Miami, and Tampa, Fla.; Mobile, Ala.; Baltimore, 
Md.; Norfolk, Va.; Charleston, 8S. C.; Brownsville and Galveston, Tex.; Los 
Angeles, and San Francisco, Calif.; and Seattle, Wash. 

10. United’s principal banana operations are (a) the ownership and leasing of 
banana growing lands and the production of bananas in the American tropics; 
(b) the purchase of bananas in the American tropics, chiefly under agreements 
with independent banana planters to purchase their entire production; (c) the 
ownership and operation of various public utilities in the American tropics, includ- 
ing railroads, docks, wharves, sidings, and telegraph lines; and stock ownership 
in such public utilities and control thereof in connection with the transportation 
of bananas from farms and plantations to ports of export for transportation by 
water carriers to ports in the United States; (d) the ownership and operation of an 
extensive shipping line of refrigerated vessels particularly adapted to the trans- 
portation of bananas from the American tropics to ports within the United States, 
and the chartering of refrigerated banana shipping space for long terms on inde- 
pendent shipping lines; (e) the importation, distribution and sale of bananas in 
the United States, entering chiefly at New York, New Orleans, Mobile, Charleston, 
Baltimore, San Francisco, Los Angeles and Seattle; and (f) the wholesaling of 
bananas in New England and in New Orleans. 


Production 


11. An importer has various means of obtaining bananas in the American 
tropics. He may produce them himself on land which he either owns or leases, 
or he may buy them either under purchase agreements of in the open market. 

12. United owns or leases a total of 2,692,989 acres of land in the American 
tropics. Of these holdings, 777,573 acres are improved and 150,663 acres are 
actually planted to bananas. 

13. Standard Fruit & Steamship Corp. (hereinafter sometimes referred to as 
Standard), a corporation with principal office and place of business in New Orleans. 
La., is the only other importer which owns or leases banana producing lands of 
any consequence. Its holdings amount to 17,455 acres, located in Honduras. 

14. With the exception of land in Ecuador, United owns, leases, or otherwise 
controls 85 percent of the land in the American tropics suitable for banana culti 
vation. These extensive holdings assure United of a present and future steady 
supply of top quality fruit. Almost without exception all of United’s competitors 
are compelled to purchase bananas from planters in Ecuador or from small farmers 
in Central America whose banana crop is incidental to their production of coffee. 

15. United obtains approximately 10 percent of its bananas by buying from 
independent planters under exclusive purchase contracts. It is usually agreed 
that the grower will sell and United will purchase the planters’ entire banana 
production. In addition, United agrees to furnish necessary spraying equipment 
and other materials. The contracts range in duration from 1 to 10 years and 
specify the number of acres involved. 


Transportation 


16. Almost from its inception, United has exercised a policy of ownership or 
control of all or a major portion of the railroad facilities in the banana producing 
countries of Central and South America except Ecuador. As a consequence, 
other importers have been denied, or hampered in obtaining, access to these facili- 
ties and consequently to the market in the United States, and thus the operations 
of competing banana shippers in these areas have been greatly curtailed or 
eliminated. 

17. Assurance of the availability of an adequate amount of refrigerated and 
ventilated shipping space according to a regular and frequent schedule is an 
essential element in the successful importation of bananas from the American 
tropics into the United States. Ventilated ships, however, are suitable only for 
short hauls. 

18. Among all banana importers, United owns or operates the largest fleet of 
banana-carrying vessels. In 1946, United controlled, by ownership or charter, 
approximately 73 percent of all banana-carrying ships controlled by banana 
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importers (having approximately 85 percent of the refrigerated capacity of all 
such ships), as compared with less than 15 percent of such ships controlled by 
Standard (having less than 15 percent of the total refrigerated capacity), and 
approximately 12 percent of such ships controlled by all other importers (having 
less than 1 percent of the total refrigerated capacity). These figures do not 
include refrigerated shipping space made available to banana importers by other 
common carriers plying between the American tropics and the United States. 
Much of this space United, through contracts, has controlled. 


Importation 


19. In 1951 there were approximately 167 importers of bananas into the United 
States, but the first ranking 12 accounted for 90 percent of the total stems im- 
ported, or 93.4 percent by weight. No other single importer accounted for so 
much as 1 percent of the national total. From 1935 through 1953, except for 
the war years 1943 through 1946, United consistently imported annually more 
than 50 percent by stems of all the bananas brought into the United States. 
During that périod United’s banana imports have averaged 63 percent by weight 
of the total bananas brought into the United States. 

20. In 1935, United imported 30.7 million stems, or 55.75 percent of the United 
States total of 55 million stems imported, and in 1953, United’s imports of 29 
million stems represented 57.31 percent of the United States total of 50.5 million 
stems imported. By weight, United’s banana imports were 64.8 percent of the 
United States total in 1953. Weight is the standard of measurement by which 
bananas are sold. 

21. The next largest importer during the period 1935-53 was Standard. In 
1935 Standard imported 25.66 percent of the total stems brought into the United 
States, while by 1953 its annual share had dropped to 15.78 percent by stems, or 
15.0 percent by weight. 

22. In 1953, when United imported 29 million, the next largest importer was 
Standard, which imported less than 8 million stems. No more than four other 
concerns imported over a million stems in 1953. United’s stems presently 
average approximately 80 pounds whereas those of Standard average approxi- 
mately 65 pounds and those of other importers average approximately 50 pounds. 

23. The following table shows total annual importations of bananas in units 
of thousand stems, as well as imports by United, by Standard, and by all other 
importers combined: 





| Total | By United By Standard | All others combined 

| imports 

(in 1,000’s 
stems) Number | Percent 








30, 674 55. 75 
31, 130 59. 48 : ‘ 
20, 489 50. 03 ; ; 17, 689 
Tere Mee aye wT! TT 29, 808 58. 13 ; 15, 622 
1951____- _.-| 49,273 | 28,357 57. 55 , 97: 13, 943 
1953__.-___- | 50,8 28, 967 57.31 . 13, 601 





The following table shows approximate total annual importations of bananas 
by weight in pounds, as well as approximate imports by United, by Standard, 
and by all other importers combined for the years 1951 and 1953: 


Total im- By United By Standard All others 
a (in combined 


,000 
pounds) 


Number /|Percent} Number |Percent); Number |Percent 


3, 310,446 | 2,325, 274 ‘ 461, 806 14 611, 664 
3, 481,000 | 2, 255 \ 524, 010 15 | 701, 264 


24. In each of the 7 principal banana-producing countries, namely, Honduras, 
Costa Rica, Panama, Guatemala, Colombia, Dominican Republic and Ecuador, 
United presently controls between 16 and 92 percent of all the banana business, 
and it is from these 7 countries that United obtains over 99 percent of the bananas 
which it imports into the United States. United in 1951 exported 70.3 percent 
of all the bananas sent to the United States from Honduras, 92.3 percent from 
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Costa Rica, 13.7 percent from Ecuador, 87.9 percent from Panama, 84.1 percent 
from Guatemala, 63.5 percent from Colombia, and 25 percent from the Dominican 
Republic. United, which alone accounted for almost two-thirds of the United 
States’ imports in 1951, derived about 95 percent of the bananas which it imported 
into this country from Honduras, Costa Rica, Panama, Colombia, and Guatemala. 
In each of these countries, United exported between 63.5 percent and 92.3 percent 
of the country’s total banana production. 

25. In every productive area in which it operates, except Ecuador, United 
dominates. 

26. Except for Standard, all other importers derive almost all of their bananas 
from Ecuador, Haiti, Colombia, Mexico, Nicaragua, and Cuba. Approximately 
75 percent of their supply comes from Ecuador. 

27. Prices quoted and charged by United have been subject to considerably 
less fluctuation than those quoted and charged by other importers. Furthermore, 
United’s prices have consistently remained stable and firm through periods of 
variation in supply and demand and periods of variation in business activity and 
per nited has been able to set its prices without regard to those quoted 

y any other importer. 


IV. HISTORY OF THE DEFENDANT FROM 1899 TO 1929 


28. The banana industry in the United States dates from about 1870, when 
ships plying northward from the American tropics began regularly to carry 
bananas to certain ports in this country, principally New Orleans, Mobile, Charles- 
ton, Baltimore, Philadelphia, New York, and Boston. Within 15 years 2 of the 
earliest members of the banana importing industry had attained considerable size. 
They were Boston Fruit Co. and Minor C. Keith. By 1899 each of these interests 
was engaged in substantially all levels of the industry and had become the most 
wealthy, active, and dominant member in the areas where it operated. 

29. United was organized on or about March 30, 1899, by Boston Fruit Co. and 
Minor C. Keith. Its charter authorized it to acquire the businesses of other 
persons and to acquire, deal with, and vote the stock and securities of other 
companies. 

30. At that time the following were some of the persons who were either growing 
bananas in the American tropics or importing bananas into the United States: 

Boston Fruit Co. 

Bluefields Steamship Co. 

Tropical Trading & Transport Co., Ltd. 
J. M. Ceballos & Co. 

Orr & Laubenheimer Co., Ltd. 

Camors, McConnell & Co. 

New Orleans, Belize, Royal Mail & Central American Steamship Co. 
Snyder Banana Co. 

Camors- Weinberger Banana Co., Ltd. 
Salvatore Oteri 

John C. Woods 

31. On or about April 1, 1899, United issued to Boston Fruit Co. $5,200,00u 
worth of United’s capital stock for all the properties of Boston Fruit Co. and its 
subsidiary companies. These companies were American Fruit Co., Banes Fruit 
Co., Buckman Fruit Co., Dominican Fruit Co., Quaker City Fruit Co., and Sama 
Fruit Co. At that time Boston Fruit Co. and its subsidiaries were growing and 
buying bananas in Cuba, Jamaica, and San Domingo and importing them at 
Boston, New York, Philadelphia, and Baltimore. 

32. On or about April 5, 1899, United made two agreements with Minor C. 
Keith and Michael T. Snyder which resulted in the purchase of all the property of 
the Tropical Trading & Transport Co., Ltd., and eventually all that of the 
Colombian Land Co., Ltd., and of the Snyder Banana Co. for approximately 
$3 million of United’s stock. These acquisitions gave United further sources of 
supply in Costa Rica and Colombia, with markets at New Orleans and Mobile. 
United thus issued between 8 and 9 million dollars of its capital stock for the 
properties of Boston Fruit Co. and Keith and his associates. 

33. On or about April 23, 1899, United aequired a foothold in Honduras. It 
purchased for $800,000 the properties of Salvatore Oteri and Michael Macheca, 
who were engaged in the business of importing bananas from Honduras to New 
Orleans and Mobile. Macheca was the owner of the New Orleans, Belize, Royal 
Mail & Central American Steamship Co, 

34. On April 24, 1899, United contracted for the purchase of the business of 
John C, Woods, who was importing from Honduras to New Orleans, 
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35. As a result of its combinations with these members of the industry, United 
became a vertically integrated enterprise operating throughout the American 
Tropies and the United States wherever any phase of the banana business was 
conducted. 

36. United during its first year (1899) imported 69 percent in terms of stems of 
all United States imports of bananas. This figure does not reflect business done 
by companies in which United had acquired controlling interests. 

37. Immediately upon its formation, United adopted and pursued a policy of 
absorbing or excluding competitors in all phases of the industry. Within 10 
months from its creation, it acquired control of 8 of the 18 persons engaged in 
importing bananas into the United States. Among the competitors acquired by 
United at this time were (a) Bluefields Steamship Co., which itself was a combina- 
tion of rival and competing interests; (b) Orr & Laubenheimer Co., Ltd.; 
(c) Camors-Weinberger Banana Co., Ltd.; and (d) Camors, McConnell & Co., all 
of which had been very successful companies from the outset. 

38. These acquisitions comprised from 60 to 75 percent of the business not 
theretofore done by United. Between 1902 and 1906, United acquired seven 
more competitors. Two were the largest and most active in the trade. 

39. These acquisitions enabled United to acquire footholds in Guatemala, 
Honduras, Nicaragua, and Panama, and to continue to operate in Jamaica, Cuba, 
San Domingo, Costa Rica, and Colombia. 

40. In May 1905, United acquired control of another banana company when 
it purchased 1,260 shares of the 2,500 shares outstanding of the Atlantic Fruit Co. 
Atlantic had been in active competition with United from the time it was formed 
in January 1905, and was the successor of DiGiorgio Importing & Steamship Co., 
which had been in the banana business since on or about February 5, 1901. 

41. Also in 1905, United joined Messrs. Ashbel Hubbard and Samuel Zemurray 
in purchasing the assets of Thacker Bros. Steamship Co., a failing firm dealing 
in bananas. Both Hubbard and Zemurray had previously been active in the 
banana business. A new corporation was formed under the name of Hubbard- 
Zemurray Steamship Co. to engage in the banana trade. About April 15, 1905, 
United acquired a controlling interest in the new company. 

42. On or about January 15, 1906, the Board of Directors of United resolved 
to pay the sum of $170,000 for a one-half interest in Vaccaro Bros. Co., a New 
Orleans importer. This resolution was carried into effect. 

43. After congressional inquiry into United’s conduct in 1908, United sold its 
interest in the banana business of Vaccaro Bros. Co. This firm has remained in 
business to date, having been reorganized in 1923 as Standard Fruit & Steamship 
Co. United, on or about September 10, 1909, agreed to sell its interest in Atlantic 
Fruit Co. to the president of Atlantic and made the transfer in about April 1910. 
In 1911, United sold its interest in the Hubbard-Zemurray Steamship Co. The 
properties of this company were later absorbed by Cuyamel Fruit Co. (hereinafter 
sometimes referred to as Cuyamel), under the domination of Zemurray. Cuyamel 
became very active and developed into United’s most vigorous and formidable 
rival, 

44. In 1911, United was forced by a decree of the United States Circuit Court 
for the Eastern Division of Louisiana to divest itself completely of its stock 
ownership and control over Bluefields Steamship Co. 

45. Despite the aforesaid divestitures by United of its interests in certain 
banana companies, United continued its policy of acquiring stock interests in 
competitors. The executive committee of United’s board of directors considered 
an option agreement dated December 23, 1913, between Samuel Zemurray and 
International Railways of Central America (hereinafter referred to as IRCA) 
for the sale by Zemurray to IRCA of a block of Cuyamel stock. IRCA was the 
only national railroad in Guatemala and had a very close relationship with 
United. On or about January 8, 1918, the executive committee of the board of 
United voted authority to advance to IRCA $765,000 for the purchase of 17,000 
shares of Cuyamel stock. By May 29, 1922, United had become the owner 
of 17,000 shares of Cuyamel stock. 

46. In 1928, the year prior to its acquisition of all of Cuyamel’s stock and 
assets, United’s share of total banana imports into the United States was 52.6 
percent in terms of stems, or at least 56 percent in terms of weight. In 1928, 
Cuyamel’s share of imports in terms of stems was 12.7 percent. 


Vv. OFFENSES CHARGED 


47. For many years past and continuing up to and including the date of the 
filing of this complaint, United has contracted, combined, and conspired with 
other persons in unreasonable restraint of and has combined and conspired to 
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monopolize the aforesaid trade and commerce among the several States and 
with foreign nations in bananas in violation of sections 1 and 2 of the Sherman 
Act (15 U.S. C, sees. 1 and 2), 

48. For many years past and continuing up to and including the date of the 
filing of this complaint, United has been engaged in an attempt to monopolize 
and has monopolized and is now monopolizing the aforesaid trade and commerce 
among the several States and with foreign nations in bananas in violation of 
section 2 of the Sherman Act (15 U. 8. C. see. 2). 

49. For many years past and continuing up to and including the date of the 
filing of this complaint, United has agreed, contracted, combined and conspired 
with other persons, while it has been engaged in importing bananas from foreign 
nations in the American tropics into the United States, with the intention of re- 
straining free competition in the above-described trade and commerce among the 
several States and with foreign nations in bananas and increasing the market 
price in parts of the United States of said bananas in violation of section 73 of the 
Wilson Tariff Act (15 U. 8. C. see. 8). 

50. United threatens to continue these offenses and will continue them unless 
the relief hereinafter prayed for in this complaint is granted. 

51. Pursuant to and in effectuation of the aforesaid offenses in violation of sec- 
tions 1 and 2 of the Sherman Act, alleged in paragraphs 47 and 48 of this com- 
plaint, United has: 

A. Agreed to acquire and did acquire the business of each of the persons referred 
to in paragraphs 31, 32, 33, 34, 37, 38, 40, 41, 42, and 45 of this complaint. 

B. Entered into, performed and obtained performance of contracts, agreements 
and arrangements with its former competitors in the banana business pursuant 
to which 

(1) United agreed to acquire and acquired the assets of Cuyamel which 
was at the time of said acquisition its principal competitor in the banana 
business; 

(2) Markets for bananas have been allocated between United and its 
competitors. 

C. Entered into, performed and obtained performance of contracts, agreements 
and arrangements with other persons pursuant to which United has— 

(1) Acquired ownership or control in most of the leading banana-producing 
countries of most of the land used for the growing of bananas salable in the 
United States market; 

(2) Acquired the right to purchase the entire production of bananas 
grown by others; 

(3) Acquired ownership of or control over a pretiominant part of the land 
transportation facilities necessary for transporting bananas from farms and 
plantations to ports of export in many areas in the American tropics; 

(4) Acquired ownership of or control over a predominant part of the water 
transportation facilities and shipping space regularly available for transport- 
ing bananas from ports of export in the American tropics to ports of import 
in the United States; 

(5) Acquired ownership or control of, or preferential rights in, a predomi- 
nant part of loading and unloading equipment, wharves, docks, sidings, ware- 
houses, and communication facilities required in connection with the trans- 
portation of bananas from the American tropics to the United States. 

D. Entered into, performed and obtained performance of contracts, agreements 
and arrangements pursuant to which United received from railroad and water 
carriers transporting bananas from the American tropics to the United States 
discriminatory privileges, services, and rates withheld from and unavailable to 
competitors of United on proportionately equal terms. 

E. Engaged in the following exclusionary practices and unfair methods of 
competition: 

(1) Bid, offered and paid higher than prevailing prices for bananas and bid 
for and purchased more bananas than warranted by the demand of its cus- 
tomers, and thereby prevented its competitors from obtaining bananas for 
resale in the United States; 

(2) Interfered with contractual relations between and among its competi- 
tors and others, including growers, transporters, and purchasers of bananas, 
and thereby excluded said competitors from one or more phases of the banana 
industry; 

(3) Chartered more refrigerated and otherwise suitable shipping space for 
the transportation of bananas to the United States than required for the 
conduct of its business; 
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(4) Sold bananas at unreasonably low prices for the purpose or with the 
effect of eliminating competition in certain areas in the United States; 

(5) Flooded and threatened to flood the banana market in some areas in 
the United States into which its competitors ship bananas; 

(6) Coerced customers, under threat of withdrawal of supply of bananas 
in certain areas in the United States, into accepting from United shipments 
of bananas in excess of the quantities such customers desired to purchas from 
ae and into refraining from purchasing bananas from competitors of 

Inited ; 

(7) Engaged in a widespread and thorough system of surveillance of the 
activities of its competitors for the purpose of maintaining and strengthening 
its dominant position in the banana industry. 


F. By withdrawing sources of supply, selling bananas as a jobber to retailers 
at unreasonably low prices, and by other means, forced some banana jobbers in 
the New England area out of business, and restricted the growth and operations 
of the remaining jobbers in that area. 

52. Pursuant to and in effectuation of the aforesaid offense in violation of section 
73 of the Wilson Tariff Act alleged in paragraph 49 of this complaint, United has, 
among others, done the acts described in subparagraphs A, B, C, D, E, and F of 
paragraph 51 of this complaint. 


VI. EFFECTS 


53. The aforesaid violations of law have had, among others, the following 
effects: 


(a) Other persons have been excluded from engaging in the banana 
business; 

(b) United has acquired the power to fix prices at which bananas are sold 
in the United States; and 

(c) Consumers have been deprived of the benefits of competition in the 
banana industry in the United States. 


VII. PRAYER 


WHEREFORE, plaintiff prays: 

1. That the court adjudge and decree that the defendant has been a party to 
contracts, combinations and conspiracies in restraint of interstate and foreign 
trade and commerce in the banana industry in violation of section 1 of the Sherman 
Act and section 73 of the Wilson Tariff Act; 

2. That the court adjudge and decree that the defendant has combined and 
conspired with other persons, firms, and corporations to monopolize, has attempted 
to monopolize and has monopolized interstate and foreign trade and commerce 
in the banana industry in violation of section 2 of the Sherman Act; 

3. That the court adjudge and decree that the defendant has used its interests 
in banana growing lands and leases, railroad and water carriers and other re- 
sources, facilities and properties owned, controlled or chartered by it, unlawfully 
in instituting, effectuating, and maintaining the aforesaid violations; 

4. That the court grant such relief by way of dissolution, divorcement and di- 
vestiture as the court may consider necessary or appropriate to terminate and 
dissipate the defendant’s unlawful activities as hereinbefore in this complaint 
alleged, to restore competitive conditions in the banana industry, and to deprive 
the defendant of the fruits of its aforesaid violations of law; 

5. That United be required to divest itself of any and all interests it has in 
every corporation, including its subsidiaries, engaged in the business of jobbing 
bananas in the United States; 

6. That the defendant be required to offer to sell and to sell to any banana 
jobber, upon such terms and conditions as the court may direct, bananas 
imported by it into the United States; 

7. That the defendant be enjoined from acquiring any of the capital stock or 
assets of, or any financial interest in, any producer, carrier, seller or distributor of 
bananas or in any firm or corporation engaged in any other phase of the banana 
business; 

8. That the defendant be perpetually enjoined from continuing or renewing 
the foregoing violations and from continuing, renewing, or claiming any rights 
under any contract, agreement or understanding in restraint of or to monopolize 
interstate or foreign trade and commerce in the production, purchase, transporta- 
tion, importation, sale and distribution of bananas; 
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9. That the plaintiff have such other relief as the nature of the case may require 
and as the court may deem proper in the premises; 
10, That the plaintiff recover the costs of this suit. 


HERBERT BROWNELL, Jr., 
Attorney General. 
Stanutey N. BaRnNgs, 
Assistant Attorney General. 
Victor H. Kramer, 
Trial Attorney, 
GeorceE R. BLUE, 
United States Attorney, 
Mitton A. KALLIs, 
Hersert F. PEerers, 
SAMUEL WEISBARD, 
Attorneys for the Plaintiff. 

Mr. Barness. Third, before this amended complaint could be pre- 
pared and served, however, added documentary material was neces- 
sary. This material we could most quickly and cheaply secure with 
United’s cooperation. To ensure this cooperation, then, we did not 
oppose extension. 

The fourth reason, as I explained in my December 2, 1955, letter 
to you, were the various concessions granted by United and embodied 
in the court’s stipulation dated November 30, 1955. 

This is a matter of record and, therefore, I feel like I can and 
should refer to it. 

By this stipulation defendant, first, waived its right to move to 
transfer the cause to another district court. Beyond that, defendant, 
second, gave up any chance to move for a more definite statement 
pursuant to rule 12 (e) and to strike pursuant to rule 12 (f) of the 
Federal Rules of Civil Procedure. These waivers, the Government 
feels, have undoubtedly saved many months which might have been 
required for preparation of affidavits, briefs, and oral argument as 
well as awaiting court decision. 

Finally, our judgment was that, even if we opposed any extension 
of time to answer, United could (I think we should say in all prob- 
ability) have prevailed despite our objections. For as the Supreme 
Court put it, Poultney v. City of LaFayette (37 U.S. 472, 474 (1838)): 

* * * Every court of equity possesses the power to mould its rules in relations 
to the time and manner of appearing and answering, * * * it is not only in the 


power of the court, but it is its duty, * * * to enlarge the time, whenever it shall 
appear that the purposes of justice require it. 


Indeed, in each of the 16 instances the court in fact approved 
United’s requests for extension. And, as the third circuit recently 
put it, the law is well settled that extensions of time to answer are not 
mere matters for agreement among the parties— 
the rules require court approval to make effective such stipulations as those here 
involved (Orange Theatre Corporation v. Rayherstz Amusement Corporation, 
130 F 2d 185, 187, 3d Cir., 1942). 

From this it seems clear that, as a practical matter, objections to 
many if not all of United’s requests for extension of time to answer 
gee well have been futile. 

t me interpose this observation. We recently had a case where 
there has been no possibility, as I see it, of entering into any consent 
decree. We filed that case. Counsel for the defendant asked us for 
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another extension. I do not know exactly how many, but a total of 
5 months. We gave them the 5 months’ extension, with the definite 
statement, ‘“This is the last extension we will give you.” 

Subsequent to that time they obtained by application to the court 
another month’s extension. After that, another month’s extension. 
After that, another month’s extension, despite the time we had given 
them. 

I am sure we are all familiar with the disposition of the court, 
particularly in a complex case such as this is, to grant any reasonable 
request for extension. 

To conclude, the Division is now actively preparing this case for 
trial. To bring you to date, United filed with its answer on February 
10 of this year some 251 interrogatories. All of these are complicated 
and burdensome, and some the Department opposes as improper or 
unnecessary. Accordingly, on March 21, 1956, we filed at New 
Orleans a long list of objections to 191 of these interrogatories. To 
support our objections we filed a brief, and requested argument on 
April 18 of this year. 

Only yesterday we learned from the United States attorney at New 
Orleans that United has requested a 30-day extension of time to 
adequately prepare for this argument. 

I might say, I am not criticizing that request. I think they are 
entitled to it. I would be the first to give it to them. 

We are further informed that the court, on argument of defendant’s 
motion for extension, indicated its disposition to postpone argument. 
I mention this only to indicate court’s ready acknowledgment of the 
complex nature of any antitrust proceeding, and willingness to freely 
allow, in this type of case, time for adequate preparation of counsel. 

I might say, just to paint the picture accurately, that I understand 
that at the conference in New Orleans, counsel for defendant esti- 
mated the trial of this case would take somewhere from 6 months to 
1 year. 

Mr. Roosevetr. Thank you, Judge, very much for your very full 
and detailed statement. I think it raises many questions on which 
the committee is happy to have your views. It might also present 
some other problems in relation to small business which, perhaps, we 
can bring out in future questions. 

In preparing these questions, I might add I have tried to follow our 
understanding and, at any point where we have not followed it, I am 
sure you will draw that to our attention. We have tried to make 
them fairly simple, so that they are not argumentative, so that we 
can have fairly short answers to them. 

Let me start out by observing that I believe it is correct for the 
record that the Department of Justice filed, did it not, on July 2, 
1954, an antitrust action against United Fruit Co., which you have 
made the complaint a part of the record here. 

Mr. Barnes. That is correct. 

Mr. Rooseve tt. The allegation alleges violation of sections 1 and 
2 of the Sherman Act, and section 73 of the Wilson Tariff Act, is that 
correct? 
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(The extensions referred to are as follows:) 


Extensions requested in the case of United States v. United Fruit Company 
(Civil Action No. 4560): 


Date of order: Time extended to: 


July 21, 1954 
September 16, 1954 
October 20, 1954 
November 15, 1954 
December 10, 1954 
January 13, 1955 
March, 9, 1955 
April 18, 1955 
June 13, 1955 

July 13, 1955 
August 15, 1955 
September 13, 1955 
October 11, 1955 
November 14, 1955 
December 1, 1955 
December 29, 1955 


September 20, 1954 
October 21, 1954 
November 21, 1954 
December 21, 1954 
January 21, 1955 
March 21, 1955 
April 20, 1955 
June 19, 1955 

July 19, 1955 
August 18, 1955 
September 18, 1955 
October 18, 1955 
November 18, 1955 
December 1, 1955 
January 3, 1956 
January 18, 1956 


Mr. Barnes. That is my recollection. 

Mr. Roosrvett. This complaint, I believe, was signed both by 
yourself and by the Attorney General, Herbert Brownell, Jr. 

Mr. Barnzs. That is correct. 

Mr. Roosrvetr. At the time the Attorney General and you signed 
this complaint, you were in effect expressing your belief in the truth 
of the matters alleged therein? 

Mr. Barnss. Yes. 

Mr. Roosrvettr. Does not the complaint allege a monopoly, an 
attempt to monopolize by United Fruit with respect to the production, 
transportation, importation, sale, and distribution of bananas? I 
think you have already answered that question. 

Mr. Barnes. I have exactly. 

Mr. Roosevetr. In other words, you feel that the monopolization 
and attempt to monopolize by United Fruit exists in all phases of 
the banana industry? 

Mr. Barnss. Well, if we mean by “all phases” in the production, 
transportation, and marketing; yes. 

Mr. Roosgeve tt. And through its control of distribution? 

Mr. Barngs. Yes. 

Mr. Roosrvett. Do you not also allege that this monopoly has 
increased the market price of bananas in the United States? I refer 
you particularly to paragraph 49 of the complaint. 

Mr. Barnes. That is my recollection of the complaint. I would 
prefer that the complaint speak for itself, so far as the precise language. 

Mr. Rooseve tt. I believe it is on page 13. 

Does the complaint further allege that the violations of law have 
had, amongst others, the following effects: 

One, other persons have been excluded from engaging in the banana 
industry. 

I refer to page 16 of the complaint. I believe it is section 6. 

Mr. Barnes. Yes, paragraph 53 (a) so reads. 

Mr. Roosreve.tr. United Fruit has acquired the power to fix prices 
at which bananas were sold in the United States. 

Mr. Barnss. So alleged in paragraph 53 (b). 
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Mr. Roosrve.tt. Consumers have been deprived of the benefits of 
competition in the banana industry in the United States. 

Mr. Barngs. It is so alleged in paragraph 53 (c). 

Mr. RoosEveE tt. Specifically, what are the benefits of competition 
which the consumer has been denied—is the major one price competi- 
tion and lower prices? 

Mr. Barnes. Well, that is a question that cannot be answered very 
simply. I think that that is certainly one of the major matters that 
this suit seeks to remedy. 

Very obviously, price is one of the most important aspects of any 
monopoly case, the power to fix prices is one of the inherent character- 
istics of the monopoly. And that is what the proper enforcement of 
the antitrust laws seeks to eliminate. 

Mr. Rooskrvett. Do you agree with the report of the Attorney 
yeneral’s Committee To Study the Antitrust Laws? I believe you 
were the cochairman of that committee. 

Mr. Barnes. I was. 

Mr. Roosreve.tr. Do you agree with the Attorney General’s Com- 
mittee when they find the power over price to be an earmark of 
monopoly power? 

Mr. Barnes. I believe that that is a quotation from a Supreme 
Court decision, or, at least, from a very learned—that is a pun—judge 

-Learned Hand, in the Alcoa case. I am perfectly content to stand 
by his judgment in that matter. 

Mr. Rooseve.t. Do you agree with that committee that market 
price fixing is per se illegal? 

Mr. Barngs. Yes, sir. 

Mr. Rooseve tt. Is it, also, true that price fixing by a monopoly 
is just as bad as any other kind? 

Mr. Barnes. We believe that in theory, at least, there can be no 
good monopoly. 

Mr. Rooseve tt. Is it the policy of the Department to bring crimi- 
nal cases and sometimes civil cases, also, where there is price fixing? 

Mr. Barnes. The usual procedure on a price fix case is a criminal 
proceeding. 

Mr. Roosevett. Have you sued the United Fruit Co. criminally? 

Mr. Barnes. We have not 

Mr. Roosevett. A criminal indictment—lI believe—I appreciate 
you have already told us about it—was by the Department of Justice 
filed against the Shell Oil Co. for violation of section 1 of the Sherman 
Antitrust Act, and in the release which the Department gave at that 
time, to quote, it said: 

The indictment returned today alleges that the individual liberty of trade of 
the coconspirator service-station operators was curtailed, since each had to operate 
at a set gross profit margin, and that the judgment of the defendant Shell was 
substituted for that of the coconspirator service-station operator in deciding upon 
the retail prices at which the service-station operator would resell his gasoline 
after he had purchased it from Shell. 

Combined action which produces in effect such as those alleged in this case 


deprives independent businessmen of their right to conduct their business as they 
see fit. 


And I believe that that is a correct quotation. And that, as you 
have announced today, have pleaded nolo contendere to that position. 

Do not the banana jobbers have almost identically the same com- 
plaint as the independent businessmen in the oil industry to whom 
you refer in your release concerning the Shell Oil indictment? 
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Mr. Barnes. Many of them have the same complaint. I take it 
somewhere down the line you are going to ask me the question, ““‘Why 
did you not file a criminal complaint against the United Fruit?” 

Among other reasons, I think I would look very foolish if I asked 
United Fruit to pay $5,000 fine and continue on its way. You cannot 
get divestiture in a criminal case. We are praying for divestiture. 

Mr. Arnoup. Judge Barnes, in that connection it is true that it 
has been the policy of the Department of Justice to file both criminal 
and civil law cases? 

Mr. Barnes. May I have that question, Mr. Reporter? 

(The question was read.) 

Mr. Barnzs. It has not been that policy during the time I have 
been there. We have approached the problem on each case on its 
merits. And frequently we have filed both the civil and the criminal. 

If on the price fix, where there are no other factors involved, no 
question of divestiture, there is no question of a civil remedy which 
we need to aid in the enforcement of the laws, we file a criminal case 
alone, just as we did in this Shell case. We do not intend to file a 
civil case there. It would not do any good. There is no sense of 
going into a case where we have already convicted them criminally 
and get an injunction to restrain them from doing the very thing 
we have already punished them for. 

You have got to tailor where you are going to the facts in the par- 
ticular case. Sometimes you need a criminal case. Sometimes you 
need a civil case. Sometimes you need both. 

There cannot be any rules, in my opinion. 

Mr. ARNOLD. Is it not a fact that Shell Oil Co. is a defendant in 
a pending antitrust action in- the southern district of California, 
requesting civil relief in the form of very widespread divestiture and 
divorcement? 

Mr. Barnes. Yes, indeed, that is very true. 

Mr. ArNno.p. So, in fact, there are two almost companion cases 
against Shell Oil Co. relating to the same set of economic facts; one 
pending in California, and the recent case in Boston? 

Mr. Barnes. The Boston case had only to do with the very small 
area in Quincy, Mass., and it had to do with a very limited factual 
situation, over a very limited period of time, about a month and a half, 
whereas this conspiracy—lI can call it that now, because there has been 
a plea—where this conspiracy an agreement was entered into between 
Shell and some 15 or so service stations. 

The case on the Pacific coast deals with the production of a gasoline, 
with the marketing of gasoline, up and down the coast, every place 
west of the Rocky Mountains, and involves several defendants. 

It asks for an entirely different type of relief that could not possibly 
be gotten in a criminal case, 

Mr. Arnoxp. I think this is the point—at least the one I had in 
my own mind. Of course, the Small Business Committee is very much 
concerned about any type of antitrust procedure which can get quick 
and immediate relief for the small-business men, for the distributor, 
or the dealer. 

In the oil industry you have a situation where in California you 
have your large, comprehensive, overall case alleging monopoly con- 
ditions, all the way from the production and ownership of oil reserves 
to the pumping of gasoline into the motorcar; your little-business man 
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is harmed, and the California case so alleges, of course, by short-term 
leases and TBA domination, and also retail price domination by virtue 
of the short-term lease. 

So on one side you have an overall suit which will take the Govern- 
ment an awful long time to try, which has been in the process of liti- 
gation for a long time. While that case in California is going on, we 
certainly have received complaints from small-business dealers in 
California that they are going out of business, they are dying. 

One answer to that—and I think it is an excellent answer—is a 
criminal suit, such as was returned in Boston. That has an immediate 
effect of within a matter of one week—it has had an effect of perhaps 
giving real relief to the independent businessman. 

That was my thought. 

In some of the questions propounded, we were attempting to inquire 
whether it would have been possible to get immediate relief for this 
one segment, for the small-business man who is the least able to with- 
stand long litigation, by a policy of bringing, one large suit for perma- 
nent relief for the full industry—and at the same time filing a criminal 
indictment, which might have the immediate effect of stopping the 
killing off of the small-business man? 

Mr. Barngs. I see your point, precisely. 

Of course, we have a very practical difficulty. We have one of the 
largest cases pending in the Antitrust Division in the west coast oil 
case. 

We have even a larger case pending in the so-called oil cartel case. 

We have a smaller oil case than those I have just mentioned pending 
up in Philadelphia. That has been in trial off and on for almost a 
vear. 

We have other oil matters pending. 

I could not, without any exaggeration put the entire Antitrust 
Division working on oil problems. I am afraid that would not be 
very satisfactory to banana sellers, and a few other people that require 
attention. 

It is just physically impossible to take care of everything that occurs 
in every industry. That is one of our very unsatisfactory situations. 
It has been unsatisfactory by reason of the last 3 years we have had 
to do more work in the number of cases filed, more work in the number 
of cases closed, almost twice as many investigations—complaints 
rather—made in this last year than there were made the year before 
I came into office. And we are doing it on 20 percent less money and 
24 percent less staff. 

Mr. Roosevett. The problem would really seem to be—from the 
number of complaints—getting worse, and if anything, you need 
more help in order to keep abreast of it really. 

Mr. Barnes. I agree that we need more help. I also think we 
sometimes get more complaints when the businessman really feels that 
something will be done about it. 

Mr. Roosgve tr. I agree with that. 

Mr. Barnes. I do not say that you are wrong, Mr. Arnold. I 
think that we must consider that on any of the basic industries you 
could devote the entire staff, I mean, on steel, on aluminum, on the 
automotive industry, not to mention a few minor cases, such as the 
banana case. I say that facetiously, of course, because that is a very 
important case. 
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Mr. ArNnoxup. Because of this very problem—I am not saying this 
is necessarily true or even should be inferred to be true with respect 
to the banana industry—because of this problem of the staff personnel, 
it would appear to me that the criminal action at certain times may, 
perhaps, be the most effective weapon you have. 

Mr. Barnes. At certain times I agree with you. 

Mr. ArNoLp. I am sure that the indictment in Boston is going to 
have a very good and beneficial effect in California. 

Mr. Barnes. Well, just let me, if I may, ask a question. You 
obviously do not have to answer this. Would you suggest that we 
should file a criminal case in this banana suit? 

Mr. Arno p. If I did, I want you to understand I would be in the 
a of a Monday morning quarterback who does not deserve much 
credit. 

Mr. Barnes. I do not think you would, because I do not think that 
you want to achieve with a $5,000 penalty, so far as that is concerned. 

Mr. RooseEveEtt. Judge, that is the second time you have mentioned 
that, and that brings again to my mind that would it not be perhaps 
more effective, and would not the criminal section be more used if the 
$5,000 figure was considerably increased, and maybe there would not 
be a question that the $50,000 in itself is also not realistic under exist- 
ing conditions? 

Mr. Barnes. Well, that is a difficult problem. 

Now, the Attorney General’s committee that studied the antitrust 
laws recommended that the penalty be raised from $5,000 to $10,000. 
I personally did not agree with that and, as you may know, the Depart- 
ment of Justice, both before I came there and subsequent to my 
coming there, has advocated the larger penalty which was passed 
this year, raising it to $50,000.” 

Now, there have been other bills proposed with other types of 
penalties, some more severe. 

I don’t think that you could get an accurate picture of what an 
increased penalty might mean unless you have had some practical 
experience in enforcement of laws that are not what you might call 
the classic type of crimes. 

I refer to some experiences I have had in the trial bench with 
relation to penalties in narcotics. If you make your penalty too 
severe, nobody is going to be convicted, and you are going to run into 
the same thing in antitrust laws. 

From my standpoint, unfortunately, there are some juries and some 
judges who believe that a violation of the antitrust law is something 
that is nice to talk about, not very serious. That is just one of the 
problems we have. 

Mr. Rooseve t. I certainly hope you can convince them they are 
quite wrong. 

Now, Judge, I think we have covered that rather fully. Let me 
go on, if I may. 

A little retailer is treated as favorably by the Fruit Co. as are 
chainstores? 

Mr. Barnes. I don’t thik I can answer that question, and I don’t 
think I should, Mr. Chairman. 

Mr. Roosevett. All right, sir. 

Have the United Fruit Co. banana profits, to your knowledge, 
increased since the prewar period several hundredfold? 
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Mr. Barnes. To my knowledge, there is nothing in the complaint 
about that, and I am not particularly interested in that. 

Mr. Roosreve.tt. Have the price increases of United Fruit since the 
prewar reflected themselves almost entirely in profits to the Fruit 
Co.? Does the complaint cover that point at all? 

Mr. Barnzs. I could not answer that question. 

Mr. Roosrvett. Have the customers of the United Fruit, other 
than chainstores, been unable to absorb the large price increases of 
the monopoly? 

Mr. Barnes. That gets into evidentiary matters, Mr. Chairman. 
I don’t think I should comment in any way on that. 

Mr. Rooseve.t. Now, one last question along this line, and again, 
in fairness and frankness, I must say that while I hope you will answer 
it, 1 recognize it may be a borderline question. 

On the basis of the allegations made in the Government’s complaint, 
and upon the basis of information given to you by small-business men 
in the banana industry, is there any possibility that the United Fruit 
Co. would agree to a consent decree which would give the small- 
business men the fullest possible protection or relief, or give them that 
relief that a court would grant if United Fruit were adjudged to be a 
monopoly, as alleged in your complaint? 

In plainer language, why would the United Fruit Co. agree to any 
consent decree which would grant the fullest measure of relief to 
small business? Don’t they bargain with you for much less than 
the fullest possible relief? 

Mr. Barnes. Undoubtedly they will bargain as much as they can 
accomplish. Undoubtedly they will not enter into a consent decree 
if they did not think there was a danger of having a stronger decree 
against them if they go to trial. 

What they will do is something that I cannot speculate about. We 
have had considerable negotiations, and we have had a reasonable 
attitude, I think, on the part of both sides. But I am not very 
sanguine that a settlement of this case could be worked out. 

And as to what these factors are and what makes a defendant 
willing to enter into a consent decree, I think that is a subject we had 
better leave for tomorrow, because I will have a little more to say 
about that then. 

Mr. Roosrvetr. Fine, sir, and you may feel the same way about 
some of these questions which I would like to ask you. 

One of the complaints of the banana jobbers has been, of course, 
the long delays in both the filing and the prosecution of the Govern- 
ment antitrust action; and you, of course, well covered that in your 
statement. 

In this respect, the complaints are very similar to complaints we 
have received from small-business men in other industries, such as 
the oil industry. 

I would like to ask you, therefore, when the Department of Justice 
first received complaints about the alleged United Fruit monopoly, 
and when the Department first began its investigations? I think 
you have referred back to a time at about 

Mr. Barnes. 1913, a sufficient investigation—— 

Mr. Roosgeve.tr. 1913? 

Mr. Barnes. 1913, a sufficient investigation had gone on in the 
Department of Justice to indcate that in some people’s opinion, suit 
should have been filed. 
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Mr. RooseEveEtt. In other words, since 1913, the problems of the 
small-business men have existed, and up until then none of us have 
been able to find an adequate way to come to their rescue, until the 
recent action of the Department? 

Mr. Barnes. There have been problems during that period of time, 
yes, with the bananas. 

Mr. Roosevetr. Are there any other antitrust cases where the 
defendant has been granted as long a period of time to answer as has 
been granted United Fruit? 

Mr. Barnes. Not to my knowledge. 

Mr. Rooseve tr. In other words, they have had longer than any- 
body else. 

Mr. Barnes. They most certainly have, and I am willing to grant 
extensions of time as long as anybody wants to talk settlement. 

If I finally come to the conclusion it is not in good faith, I would 
not grant an extension. 

Mr. Roosevett. Now, were there not also prefiling conferences 
between the Department and the United Fruit Co. for the purpose of 
seeing wheiher a consent decree could be negotiated? 

Mr. Barnes. There were meetings between representatives of 
United Fruit and myself, and members of my staff, prior to the time 
that suit had been filed; correct. 

Mr. Roosrvett. So on top of the extensions, we have also had a 
prefiling set of conferences on this question of consent decree? 

Mr. Barnes. No question about it. There has been no secret 
around the division for some—what is it, 45 years—that it might be 
a good idea to file suit; but for various reasons, suit was not filed 
until 1954. . 

Mr. Roosrvett. But there were actually direct, however, negotia- 
tions with the United Fruit in prefiling conferences, quite apart from 
any—— 

Mr. Barnes. There were. 

Mr. Roosrvett. Now, Judge, I hope this sounds polite, and I mean 
it to be polite. From your practical experiences as a lawyer and a 
judge, and as head of the Antitrust Division, isn’t it true if a plaintiff’s 
case is stalled or delayed for a long time, it becomes weaker or stale, 
or harder to try? 

Mr. Barnss. It all depends on how well prepared vou are. I think 
in this particular area, that the filing of the amended complaint 
indicates if we can substantiate the changes that we made, we are 
in better position to win the case than we were when we started. 

Mr. Roosevet. Well, is it not also true, though, that the advan- 
tages of the delay lie with the defendant, and is it not true that the 
longer the defendant can delay or stall the case, the greater is the 
pressure upon the plaintiff for a settlement? 

Mr. Barnzs. That is usually the case, no question about it. 

Mr. Rooseve tt. Is not, therefore, one weakness of the consent- 
decree procedure the fact that it can be used by the defendant for 
purposes of delay and for the purposes of weakening or taking the 
fight out of the Government’s prosecution of its complaint? 

Mr. Barnes. To directly answer your question, generally, yes, and 
I shall discuss that tomorrow. 

Mr. Roosgvetr. Thank you, 


78229—56—pt. 4——_10 
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Has this happened to—well, I do not think this is a proper question. 
I was going to ask you whether this has not happened to some degree 
in the United Fruit Co. case, but I think I will withdraw that. 

Mr. Barnzs. I don’t know what you mean by “‘this.’”” You mean 
taking the fight out of the Government? 

Mr. Roosrevetr. Well, hasn’t it been used, possibly, by the United 
Fruit Co. to take away some of the vigor of the Government’s prose- 
cution? 

Mr. Barnzs. Not in the slightest. We are working harder on it 
now, with more inspiration, than we have at any time. 

Mr. Roosrvetr. In the meantime, however, the little jobber, the 
practices which he complains of, go merrily on; is that correct? 

Mr. Barnzs. Mr. Chairman, any time it takes the Government as 
many years as it did the Government in this case to bring the case to 
trial, I think that the procedures have moved with admirable dispatch. 

Mr. Roosrve._t. You mean since you have filed them? Yes. 

Mr. Barnes. I mean since the matter first came to my attention, 
in the middle of 1953, that is an immodest statement, but I think that 
if all the facts could be set forth, you would agree. 

Mr. Roosgevetr. Well, sir, assuming, even so, that that were so, 
is not another serious danger to consent-decree procedures, the fact 
that small-business men may be destroyed or weakened during the 
long course of consent-decree negotiations, which you indicate now 
may continue even longer than they have in the past? 

Mr. Barnes. Certainly, if consent-decree negotiations do not, 
among other things, accomplish a saving in time, they defeat their 
purpose. 

In other words, what we try to do by consent decree is to get a 
judgment long before we get it by litigation. 

Mr. Roosevetr. In the meantime, however, through the consent- 
decree procedure, isn’t it possible that the small-business man could 
be absolutely destroyed; while you were discussing the patient’s 
illness, he might die on the operating table? 

Mr. Barnes. Yes; just as he could while we are awaiting trial and 
while we are awaiting an appeal to the Supreme Court, and while we 
go through these thousands and thousands of pages of documents and 
the interrogatories, and all the information that is necessary to try 
a case of this complexity. 

Mr. Rooseve tr. All right. 

Then I come to my next question: If there are to be long, drawn- 
out consent-decree negotiations, or even trial periods, should not the 
Government insist or find some way that certain immediate relief be 
granted to small-business men directly affected by alleged monopolistic 
practices? 

Mr. Barnes. Well, Mr. Chairman, you see, that would assume that 
the Government is correct in every case it files and all the charges 
made. Now, that would be a very happy state for a prosecutor to 
be in. 

I think that the Government can feel that in most cases that is the 
situation. But I would be the last one to say that because the Gov- 
ernment filed a suit, that should mean that the defendant should pay 
a penalty of any kind before the issue was tried in the courts or settled 
by compromise. 

Mr. Roosrvett. Well, now, would it not be reasonable and the 
only fair method to small-business men, recognizing the life and death 
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struggle they may be facing, to insist that the United Fruit Co. or 
any other defendant under similar circumstances, stipulate or pay the 
price, or whatever you want to say, at least to a temporary restraining 
order against such practices, before the Government allows its prose- 
cution of the case to be delayed by any long, drawn-out consent decree 
or trial procedure? 

Mr. Barnes. There might be some avenue for relief there. I would 
not attempt to casually say that there was not. But I do not think 
it would be of extreme importance in a case of this kind, because this 
gets into monopoly structure more than it does to incidental trade 
practices, although the incidental trade practices may very well be 
part of the structucal aspects of the monopolization case. 

Mr. Roosreve.t. Now, in order that I can understand it properly, 
you feel that because the trade practices, which are effective principally 
upon the small-business men, are perhaps a minor part of the case, 
that they have to take second place to the larger issue? 

Mr. Barnes. Let me say it this way: I think you would agree that 
what the Government wants in this case is divestiture, and not 
ARB ONeE. That is the only solution, as I see it, to a case of this 
kind. 

Now, you can’t get divestiture on an injunction. You cannot 
even get a temporary divestiture. You cannot even get the courts, 
as a rule, to hold up. 

We go into the General Shoe case on a merger, and we cannot get 
an injunction that we want, even though there are allegations in the 
complaint, sworn to, that relate to the Government's position. 

The court takes the position, ‘“‘Well, this is a Government man 
making that statement, and here the officer of the defendant took the 
stand and said some other factual situation was true. I won’t issue 
any injunction.” 

I just don’t think it would work. 

I am not passing on it finally, because there may be some areas 
in certain types of civil cases—of course, we do ask for injunctions in 
certain types of cases, where we think they might be of advantage, 
but not in the type of case that you are primarily interested in here. 

Mr. Roosgve.t. Well, now, assuming that that is so, is it not also 
true, then, that there must be some cases where, in order to get an 
adequate remedy, such as divestiture, that a consent decree then, 
unless it includes that, obviously is not a proper answer to the ques- 
tion? 

Mr. Barnes. It is all a question of relative values. As a general 
proposition, there are some cases where, unless the consent decree 
contains divestiture provisions, you cannot accomplish what you are 
attempting to accomplish, but you have to analyze that in relation 
to all other aspects of the case, as to what else could be obtained. 

It is very seldom—until we had the Eastman case, I don’t want to 
make a flat statement, but until we had the Eastman case, 1 or 2 of 
the subsequent cases, where there is a contingent divestiture, we had 
no consent decrees, and the Government never had any consent de- 
crees which involved divestiture. 

That is a harsh remedy. You are counsel for a defendant, you go 
in and advise them they are going to divest their assets without a 
court trial; it takes a pretty brave man to do that. 


You may not have that client long, if you give that kind of advice. 
You certainly won’t have a lawsuit. 
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Mr. Rooseve.t. On the other hand, to protect the public interest, 
in some instances it may be necessary to refuse a consent decree that 
does nothing. 

Mr. Barnas. Precisely, and I emphasized that in my statement. 

Mr. Roossrvett. Do you have any questions? 

Mr. Arnotp. I really almost like to think out loud, and maybe 
have the judge to help us out a little bit more tomorrow after he has 
thought over this suggestion. This is, I think, the question we are 
trying to get at: 

We are concerned about an antitrust action. Let’s take the banana 
case, which is very broad in its implications, where, if you are going to 
discuss consent decrees, your chances probably are not too good you 
are going to get agreement, because the Government is asking for 
fairly drastic relief and, as you pointed out, the lawyer is going to be 
in a pretty bad position in acceding to the relief you want. 

Therefore, the consent decree negotiations, in all probability, are 
going to be drawn out a long time. 

Now, our concern is that even though a small-business man, and 
the immediate relief which he needs, is ancillary or of less importance, 
the greater relief being divestiture, would it be feasible—and, of 
course, this would have to be a decision in the discretion of the At- 
torney General—to say that, ‘‘We will negotiate with you about a 
consent decree only upon the basis that you stipulate immediately, 
or for a certain period of time, that you will stop certain practices, for 
instance, arbitrary refusals to sell, and these day-to-day commercial 
practices which are in effect weakening or destroying the small- 
business man.’”’ Again, it would be the Attorney General, in his 
discretion, saying, as a condition to bargaining on a consent decree in 
this case, we want immediate relief to small-business men. 

Mr. Barnes. It might be possible in some cases. I want you to keep 
in mind that because we have granted extensions in this case, it does 
not mean that we have not proceeded with the preparation of the case 
for trial, that we have not gathered certain information, both from the 
defendant and elsewhere in the industry. 

This has not been any case that has been on the shelf. This has 
had the active, intelligent effort, over a period of months, of some 
very competent men on behalf of the Government. We have not 
been marking time. 

Mr. Roosrevetr. Judge, I have only two more questions. They 
are a little long. 

Is it not advisable in all cases, or perhaps in particular cases, to 
provide some means by which those persons who were not represented 
during the course of the consent-decree negotiations, but who never- 
theless will be affected by the consent decree, they will have the op- 
portunity officially and publicly to make objection to any provisions 
of the decree which they believe will cause harm or injury? 

Now, with specific reference to the United Fruit case, if any consent 
decree is negotiated by the Department of Justice with the United 
Fruit Co., would it be proper, in your opinion, or would you be willin 
to sign that decree only upon the stipulation or understanding wit 
the United Fruit Co. that the decree would be filed with the court 
and not become final until a period of 30 days, during which time 
interested parties, such as the small-business men in the banana 
industry, would be able to bring to the court’s attention their objec- 
tions or criticisms of the decree? 
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Of course, the court, I suppose, could overrule these objections and 
accept the decree if it felt that it was, nevertheless, in the public 
interest. But should not the small-business men themselves be 
given the formal opportunity to object to the decree, and should not 
the court also be given the opportunity to pass upon these objections 
before the decree Sean final? 

Mr. Barnes. I intend to discuss that with you tomorrow, Mr. 
Chairman. 

I might say very briefly that I think each case is sui generis and has 
to be decided on its own merits, as to whether any such procedure is 
advisable. 

Mr. RooseEve tt. In other words, you do not think we could include 
it in legislation? You think it has to be left to the discretion of the 
Department, because—— 

Mr. Barnes. May I answer that tomorrow, after you hear what I 
have to say? 

Mr. Rooseve.t. Yes, sir; you certainly may. 

Just as background to that, I might point out that perhaps we feel 
this procedure has been followed in the past by the Federal Trade 
Commission, and perhaps in some instances by the Department of 
Justice, and that is why I brought it up. 

Mr. Barnes. That is correct. That is why I say there are some 
cases where I think it is a good thing to do, and I can give you some 
examples. On the other hand, there are some very serious problems. 

Mr. Roosrve.t. Lastly, my understanding is that section 5 of the 
Clayton Act provides that any final judgment rendered in favor of 
the United States in an antitrust action may be used as prima facie 
evidence against a defendant-in proceedings brought by private 
parties. 

Am I correct that one of the reasons for this provision is because, 
in many antitrust cases, a private litigant does not have the private 
resources, both in respect of finances and time, to gather the volumi- 
nous arinonce required for the successful prosecution of his private 
action! 

Mr. Barngs. That is undoubtedly one of the matters that was in 
the mind of Congress, as is disclosed by congressional history. 

Mr. Roosgve tr. Section 5, therefore, is a deliberate expression on 
the part of Congress—and I agree with you—that private litigants 
should be given the advantage of the Government’s evidence when 
the Government has been successful in an antitrust action. 

A consent decree, of course, takes this advantage away from the 
prante litigant, and in effect buries all the evidence the Government 

vas accumulated in the public interest. 

I would like to ask you, therefore, whether this fact is taken into 
consideration in determining whether a consent decree should or 
should not be entered into by the Government. In other words, 
should not an important factor mitigating against the Government 
entering into a consent decree be that private litigants will be de- 

rived—and in this case, again, I have the interest of the small- 
usiness people at heart—will be deprived of the resources and 
evidence gathered by the United States Government? 

What chance, for instance, does a private litigant have to prove 
the allegations contained in the Government’s complaint if private 
litigants do not have the private resources to successfully prosecute 
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actions against the United Fruit Co., and then is it not imperative 
that the Government itself carry that burden? 

Mr. Barnes. I will, again, discuss that tomorrow, Mr. Chairman, 
with your permission, but I might point out that Congress, in its wis- 
dom, has seen fit to draw this line as to admissibility as between the 
> ee case and the consent judgment. We have to keep that in 
mind. 

You are suggesting maybe Congress should go farther. That, 
again, is a question that can be debated. There are factors, again, 
on both sides, and I do propose to discuss that tomorrow. 

Mr. Roosevett. Thank you, Judge. 

Mr. Steed, do you have any questions you would like to ask? 

Mr. Streep. Judge, ia listening to the summary of the complaint, 
it seems to me that it is a very far-reaching and rather full statement 
of the whole matter. And, of course, knowing that that is a public 
record, and would be available to the press, both here and abroad, 
and in view of your statement that you had consultation with people 
in other departments of Government, including the State Department, 
would you care to make any comment as to what repercussions or 
overtones in international affairs that this committee is hearing on this 
subject, might evolve? 

Mr. Barnes. That is not my problem, Mr. Steed. It was my 
problem, at one stage of the proceedings, to see that no action was 
taken by the Department of Justice which would interfere with the 
Government’s foreign policy. We have scrupulously attempted to 
follow that, and while I do happen to have some information on the 
subject, I am not privileged to communicate it, and I do not believe 
I should. 

Mr. Steep. My questions only reveal my own ignorance, but after 
what you have set out in the complaint, it was a little bit difficult 
for me to see what we might say or do here which would go any 
further than the record already goes. That was the reason I wanted 
some comment from you about the way this thing might have some 
international repercussions. 

Mr. Barnes. I don’t think I can say anything, Mr. Steed. 

Mr. Streep. That is all. 

Mr. Roosevett. However, judge, may I just add to that, that 
after consideration by the State Department, I gather that the filing 
of the suit was not against State Department policy. 

Mr. Barnes. I could not go so far as to say that, Mr. Chairman. 
I think the State Department will have to express what its policy was. 

I have very carefully, in my statement, stated that I had confer- 
ences with other governmental agencies before suit was filed. I think 
that is exactly where I should stop. 

Mr. Rooseve tt. All right, sir. 

Mr. Dalmas, do you have any questions? 

Mr. Datmas. No questions. 

Mr. Streep. I would like for the record to show that I, myself, feel 
very pro-Central and South American in my attitude, and I would 
not want to be party to doing anything which would cause any fric- 

tion or any problems unnecessarily with our neighbors to the south, 
and I have some knowledge of the Central American Republics 
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involved here, because last year I was on committees which were 
successful in getting some funds for the Inter-American Highway, 
and so I have a very high regard for the friends we have in Central 
America, and I would certainly not want to inadvertently do some- 
thing here which might impair or mar the good relations we have 
with out neighbors to the south. 

Mr. Barnes. I concur in that wholeheartedly, Mr. Steed. 

The last time I was on the Pan American Highway, ! had to stop 
at the Mexican border because it didn’t go far enough, ‘nto Guate- 
mala. If you had gotten that money a few years earlier, I might have 
continued farther on south, and I would appreciate that opportunity 
very much. 

I might say, also, very seriously, that there is nothing further from 
our thoughts than to take any action in the prosecution of the anti- 
trust laws which would have any deleterious effect on our relationship 
with any foreign country. 

Mr. Srrep. I think if the program goes ahead on schedule, in 
3 years you can make the trip all the way through Central America on 
a very good highway. 

Mr. Barnes. Thank you. I look forward to that. 

Mr. Roosrvett. Thank you, Judge. We appreciate your being 
here very much, and we look forward to seeing you tomorrow. 

Mr. Barnes. I might say we covered a lot of ground on that last 
note. 

Mr. Rooseve tt. I think we certainly did. 

Mr. Werner, the committee, I think, has concluded all of its 
questions to you, sir. 

We do want to talk to Mr. Kelley, and to Mr. Roddy; and if you 
would prefer, we could take a short recess—you have been sitting in 
here quite a while—for 5 minutes. Or, if you would rather go right 
on, we will try to go on and try to finish up roughly at 5 o’clock. 

Mr. Carson. We will try to go on. 

Are you ready, Mr. Kelley? 

Mr. Roosevett. Would you rather have Mr. Kelley first? 

Mr. Carson. Yes, sir; if you please. 

Before Mr. Kelley takes the stand, would it be appropriate for me 
to enrich the committee’s files by adding the answer which has been 
submitted in the New Orleans court to the amended complaint ' which 
you have already received? 

Mr. Roosnrvett. I think it should very properly be received and 
placed in the record, and we will be very happy to have it. 

Mr. Carson. Thank you. We will file it. 

(The answer to the amended complaint will be found on p. 91.) 

Mr. Roosrvett. Mr. Kelley, would you raise your right hand, 
please, sir? 

Do you solemnly swear the testimony you are about to give before 
this committee shall be the truth, the i truth, and nothing but 
the truth, so help you God? 

Mr. Ketury. I do. 


1 The amended complaint will be found on p. 116. 
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TESTIMONY OF JOHN N. KELLEY, MANAGER OF FRUIT TRANS- 
PORTATION, FRUIT DISPATCH CO. 


Mr. Roosrvgett. Mr. Kelley, will you give us your full name, and 
your title or position, so that. we can all be properly informed? 

Mr. Ketuiey. Ny name is John N. Kelley. I am manager of fruit 
transportation of Fruit Dispatch Co. I am in charge of transpor- 
tation and general research for the United Fruit Co. 

I have other duties with the Fruit Dispatch Co. involving service 
work with the jobbers on jobbers’ service and dealer service. 

Mr. Roosgvetr. Thank you, Mr. Kelley. 

Well, now, you go right ahead, if you will; if you have any points 
you want to cover, why, we will be glad to hear you. 

Mr. Keuury. I would like to talk about the grading, selection of 
bananas, and tell you what I know about that; and to preface the 
remarks that I am about to make, I would like to emphasize again 
the tremendous importance of speed in handling bananas, from the 
time they are cut, harvested, loaded on board the ships, brought to 
our seaboard, and dispatched by cars and trucks to interior points all 
over the United States. 

Because of the speed required, our operations have to be such as 
not to delay the shipments in any unnecessary manner at all. 

And in order to have you see—in other words, for you to see—I 
have with me a few folders here of pictures, showing our work operation. 

In the first photograph that you see in the album, that is the United 
Fruit Co. interchange terminal at Weehawken, N. J. This terminal 
site is on the property for the New York Central Railroad at the 
west shore terminal at Weehawken, N. J. 


United Fruit Co. Interchange Terminal, Weehawken, N. J. 
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Banana cars may be transferred to five railroads on the nearby 
interchange point in Hoboken. The terminal property comprises 37 
acres. 

Besides the two-story office building which you see, are the covered 
car and truck sheds. The car shed is 440 feet by 167 feet. Adjoining 
it on this side is the truck shed, which is 440 feet by 103 feet. 

Inside the car shed are five concrete platforms identified by letters. 
Platform A is at wharf level, just inside the shed doors, and runs par- 
allel to the bulkhead. Platforms B to E inclusive are 10 feet 6 inches 
wide and are raised to refrigerator door level. A railroad track is 
located on each side of these platforms, each having a capacity of 9 
cars, or a total of 72 cars for the shed. 

Four gantry-type elevators are located along the bulkhead. The 
marine legs of these gantries are lowered into the ship’s hold to any 
desired depth up to 42 feet. On the shoreside, the retractable delivery 
table delivers the fruit to padded curveyors on platform A. 

The speed of the pockets is controlled by a varispeed motor. When 
pockets are filled, an average speed of 2,000 per hour is satisfactory. 

The curveyor is an endless train of soft rubber pallets curved to the 
contour of the stems, which ride longitudinally on it. There are four 
curveyors, each 1,600 to 1,800 feet long. They travel at a speed of 
225 feet per minute. A curveyor passes along a section of platform A 
to receive fruit from one of the gantries. 

After leaving platform A, each curveyor passes an inspection area 
along one of the car platforms along a section of the truck platform, 
inverts over waste containers and returns to its section on platform A. 

Light-weighted cars are switched into the car shed on the far north 
end. An original wharf dressing of 72 cars can be preheated on the 
wharf. Other cars are preheated in the yard in the foreground of the 
picture. 

The icing platform, 18 cars, is located on the near side of the pre- 
heating yard. The heavyweizht car scale is shown upper lefi. 

The lizhtweight truck scale is in the lower left, south, end of the 
truck shed, and the heavyweizht truck scale on the far, north, end. 

I have described this terminal in such detail so as to emphasize ihe 
speed that we can get, which is necessary for such perishables as 
bananas. 

In older terminals, where the scales for both trucks and cars are at 
a distant point, or if the icing platforms are at a distant point, the 
cars are delayed before they are turned over to the railroads. 

Now I would like to go to the next picture. This truck plaiform is 
located between the car shed and the truck shed, and is 12 feet 6 
inches wide on the walking side. The truck shed has a capacity of 40 
trucks and semitrailers. 
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Interior of truck shed and truck platform. 


The next picture is one of the truck scales. The truck scales are 
61 feet long. Trucks and trailers enter at one end, are light weighed, 


ee 


a a 


Truck scale. 
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and space for loading is assigned. After loading they are weighed 
out on another similar scale at the other end of the truck shed. Tare 
or light weight scale tickets are forwarded to the heavy scale by 
by pneumatic tubes. 

The next picture shows the bananas in the hold of the steamer. 
This we call breaking out the fruit in the ship’s hold. 

The fruit is in air-conditioned compartments, and they are wrapped 
in polyethylene tubing to reduce the scarring and to retain the fresh- 
ness of the fruit. 

Careful handling is always important. The breaker-out in the 
ship’s hold assists the carrier in shouldering the heavy stem. He is 
lifting it up carefully, with one knee under the bunch to assist. 


Breaking out fruit in ship’s hold. 
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Carrying on to the next picture, you will see another view of the 
same operation, just a little further advanced. 





Breaking out fruit in ship’s hold. 


Likewise, the next picture shows the breaking-out of the fruit in 
the ship’s hold. 
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Breaking out fruit in ship’s hold. 


We are still in the ship’s hold in the next two pictures, where the 


backers are ae fruit in the pockets of the hold gantry. Two lifters 
ig 


support the weight evenly in transferring the stem to the pocket 


conveyors. 
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These pictures show similar operations in the hold of the ship, with 
the fruit being put into the pocket conveyors. 


Backers placing fruit in pockets of hold gantry. 
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Mr. Roosrvett. Mr. Kelley, the container which they are in, is 
that plastic covering? I do not know what the proper term for it is. 
Is it standard in size? 

Mr. Ke.uey. It is called polyethylene tubing, and it is purchased 
in rolls. It is usually 28 inches in width, folded flat, and for some of 
the divisions where the fruit is smaller, it is 27 inches in diameter, 
and it is cut in length, in the divisions, to the size required for that 
particular area or form. It might be 50 inches, 54 inches, depending 
on the length of the fruit, in order to conserve the polyethylene. 

Mr. Rooseve t. Is it separately marked as it comes off the ship, 
or goes off the ship, as to which size it is, which length it is? 

Mr. Keutey. No, the fruit is not marked or classified in the ship 
as we sell it. The fruit is loaded into the holds, coming from various 
farms in the tropics and we do not know what is in the ship, or what 
deck or what bin exactly, until the ship arrives and the cargo plans 
are brought ashore, and then we know there are so many 8’s or 9’s or 
so forth in this bin and so forth. 

It is on that information, 8’s, 9’s, 7’s, and so forth we will talk about 
a little bit later. But they are the classification of a number of hands 
that are on the individual stems. I will show a terminology that will 
cover that later. 

The next picture shows the gantry conveyor which carries the fruit 
from the ship to the domestic wharves. 

‘ 


i 
\ 
% 
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This is another view of the gantry conveyor, showing the fruit 
coming out of the ship holds and going over to the wharf. 
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The next picture shows the transfer of the fruit from the gantry 


pockets to the curveyor. The gantry pockets discharge the fruit 
on specially designed soft rubber padded curveyors. 





Transfer of fruit from gantry to curveyor. 
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The next picture shows the transfer of the fruit from the gantry to 
the curveyor. 


Transfer of fruit from gantry to curveyor. 


The next picture shows conveyors that distribute the fruit to the 
cars and the trucks. 


Curveyor from ship to railway cars. 





LA 





DISTRIBUTION PROBLEMS 159 


The next picture shows the curveyors from ship to the railway cars 
to the trucks. This is an upper section of the curveyor, where it goes 
over and comes down, a little later to another platform. 





Curveyor from ship to railway ears. (Note Dravo heaters above.) 
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Now, you see here the selection of the fruit. 

The selector is sitting there and he is seeing the bunches that come 
by and notice the mirror that is behind the bunch so he is able to see 
the upper side of the bunch that is toward him, as well as the side 
reflected in the mirror and from his inspection of ‘that fruit he desig- 
nates, he calls out what that stem, how that stem is to be selected and 
classified. 





Selector classifying fruit. (Note mirror.) 


Mr. Roosrve.t. Wait a minute. As he calls it out, is it marked? 
Mr. Ketury. Yes; I am coming to that, the next picture. 

Mr. Roosrvett. What are the classifications that he uses? 

Mr. Keutuey. Just a moment. I will give that. 

Mr. Roosrvett. I do not mean to hurry you. 
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Mr. Ke.tuey. Next is the selector classifying the fruit. Again you 
can see the mirror that gives him the view. 





Selector classifying fruit. (Note mirror.) 


As he calls out what that fruit is to be, these men here are papermen. 
The various grades of fruit are color coded. After each of them passes 
the selector, two assistants alternate in the placing on each of a colored 
paper indicating the selector’s decision. ‘These are the colors of the 
paper that are wetted and placed upon the polyethelene bag to desig- 
nate what that selector has called that particular stem or fruit that 
has passed him, before it goes onto the conveyors that go between the 
cars. 

Mr. Roosrve.r. How is the selector selected? 

Mr. Keuury. How is he selected? 

Mr. Roosrve.r. How is the selector selected? 

Mr. Kutury. He is an experienced banana man of many years of 
experience who has been trained to recognize the quality of the fruit 
by his experience and long years and training there to make the 
proper designation of that bunch as it goes by. 

Mr. Roossrvetr. Are there standards that he follows, any written 
standards that he follows? 

Mr. Keuiey. The written standards—we have a very rigid standard 
banana terminology, which everyone of these men have, which I will 
be glad to give you a copy of it. I have one here. 

(The document is as follows:) 


REVISED BANANA TERMINOLOGY 


All banana terms fall naturally under one or another of the following four 
subdivisions: 


78229—56—pt. 412 
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Cuiass 


Number of hands per bunch, each hand having at least a specified number of 
fingers of satisfactory size. 
QUALITY 


Formation and size as determined by growth on the plant. Includes such 
factors as grade, development, compactness and symmetry of the bunch as a 
whole or of its component parts. 


CONDITION 


Ripeness, presence or absence of freshness, dryingout, etc., as determined by 
the effect of age, temperature, humidity, and air circulation to which the fruit 
is subjected after cutting. 

APPEARANCE 


Presence or absence of damage or disfigurement due to mechanical injury, 
foreign matter, insect injury, disease, or exposure. 





CLass 
Minimum 
number of 
Number of hands fingers of 
satisfactory 
size 
FB..cocnccccentuukslichevsces siic-sansen—ssbennhaaee 9 or more__..---.-- 10 
FB ncnscongehbemnbntinds one nem mse nannies oo res sch ednsunhneee ene 8 exactly....-....- 10 
F Bcnin ciate etniplina si owen saben ll mmm conn nniminsg eae Iks tie kann g 7 exactly .........- 8 
OW sere opines fico n cn sans pan a nakdek hentia wrap eee 6 exactly _.......-- 8 
QUALITY 


BUNCH QUALITY 


Includes those factors affecting the formation, with regard to symmetry and 
compactness, and size of the bunch when fruit is handled on a bunch basis. 


Hands 


Compact bunches—Hands arranged close together on the stalk with considerable 
overlap, giving the whole bunch a solid, chunky, appearance. 

Open-handed bunches—Hands widely separated (to be measured from tips of 
the fingers of the seventh hand vertically to the shoulder of the fourth hand). 

Medium: When gap between hands ranges from 1 to 2 inches. 

Extreme: When gap between hands exceeds 2 inches. 

Symmetrical bunches —Uniformly sized hands regularly arranged on the stalk. 

Asymmetrical bunches —Misshapen hands, or uneven arrangement, or abnormal 
development on the stalk. 


Stalks 


Size —Length of stalks or portions of stalks which have a direct bearing on the 
proper handling of the fruit prior to or during ripening or processing for market. 

Short butts: Butts extending less than 4 inches below finger tips of bottom 
hand—extreme when extending less than 1 inch. 

Long butts: Extending more than 6 inches below tips of bottom-hand fingers, 
thereby increasing waste. 

Short tips: Tips extending less than 4 inches. 

Long tips: Tips extending more than 5 inches (measured from end of stalk 
to crown of top hand). 

Shape—Formation of stalks or portions of stalks with respect to proportion 
and straightness as these factors affect handling of the bunch. 

Curved butts: Butts so badly curved that stems must be stowed on curved 
portion of butt. 

Slender stalks: Too thin to support weight of bunch properly, increasing damage 
from handling and stowage. 

Heavy stalks: Thicker than necessary to support bunch properly, increasing 
waste. 

Tapering stalks: Adequate butt section, but too slender at tip-end to ensure 
proper strength for hanging. 





ate ie 
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FINGER QUALITY 


Includes those factors affecting the size, shape, and grade of the fingers as 
component parts of the hand or cluster which later becomes the sales unit. 
Finger size 

Length and diameter of fingers. (Not to be confused with grade.) 

Short fingeredness.—An average finger-length of 5% inches or less as determined 
by measuring representative outer-whorl finger of middle hand on a straight line 
from stem end to blossom end. 

Long fingered.—Average finger-length over 8 inches (measured as above.) 

Small diameter (caliper).—Less than 1%2 inches at F % grade (measured on 
outer whorl finger of middle hand.) 

Large diameter (caliper).—More than 17%: inches at F % grade (measured on 
outer whorl finger of middle hand). 


Finger formation 


Includes shape and grade of finger. 

Well-formed.—Fingers having normal curvature and proportion, and lying 
within the natural contour of the hand. 

Misshapen.—Twisted, stunted, or otherwise deformed so that the normal 
contour of the hand is destroyed. 

Grade.—Fullness or roundness of fingers, irrespective of size, condition, curva- 
ture, color, or any other factor. 

Thin: Flattened sides, extremely prominent ridges. 

Three-quarters: Slightly rounded sides, prominent ridges. 

LF three-quarters: Medium-rounded sides, less pronounced ridges, slender 
finger tips. 

F three-quarters: Well-rounded sides, slight ridges, well filled finger tips. 

Full: Round or nearly round fingers, practically no ridges, plump finger tips. 

(See appended plate showing outline drawings of the various grades in trans- 
verse and longitudinal section.) 

CoNDITION 


In reporting on ripeness, the three terms ‘‘Green,’”’ ‘‘Turning,”’ and ‘Ripe,’ 
may be used in most cases, but when it is desired to be more specific the following 
numerical system will serve as a useful supplement: 


Green 
No. 1. Green all over. 
Turning 


No. 2. Green beginning to fade. 
No. 3. More green than yellow. 


Ripe 
No. 4. More yellow than green. 
No. 5. Yellow with green tips. 
No. 6. Yellow all over. 
No. 7. Yellow flocked with brown. 
Shakers 


Ripe or turning bunches from which many fingers become detached during 
normal handling, or bunches with soft-ripe or mashed fingers. 


Stalks 


Stalks from which all of the ripe fingers have fallen, or which contain no salable 
bananas. 


Fresh 


Crisp and bright in color, and retaining a reasonable amount of the natura 
bloom (wax). (Characterized by a pronounced ‘‘squeak’’ when handled.) 


Wilted 


Lacking in crispness, characterized by limber stalks, loss of bloom, and, in 
extreme cases, dull color of fruit and discolored stalks. 


Abnormally soft 
Pulp softer than the peel color would normally indicate. 
Slow bleeding 


Flow of latex sluggish or absent. In extreme cases, a cross-section of the peel 
shows brownish discoloration. (When known to be caused by low temperatures, 
commonly referred to as “‘Chilling.’”? May also be caused by drying out.) 
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APPEARANCE 
ENVIRONMENTAL FACTORS 
Leaf scar 
Conspicuous, brown, calloused, or scablike patches on the ridges or exposed 
surfaces of outer fingers. Typically elongated and frequently characterized by 
shallow transverse cracking. 
Maturity stain 


A brownish to reddish-orange discoloration of the outer surface of the peel, 
smooth to the touch and occurring most commonly as longitudinal stripes along 
the backs of the outer fingers. 


Mottling 

Peel surface mottled all over with irregular, ‘““water-soaked”’ patches, darker 
than normal in color, which persists as light tan discoloration when fruit is ripe 
Discolored areas perfectly smooth to touch and free from dots or specks. 


Split fingers 

Longitudinal ruptures in the finger extending into the pulp occurring when the 
fruit is green. 
Split peel 

Longitudinal ruptures in the peel only appearing in ripened fruit. (Both split 
fingers and split peel are associated with the slow-growing period, and with the 
heaviest losses coming in November and December when the rainy season gives 
way to the dry season.) 
Spotting 


Conspicuous, round, black or brown, depressed spots, one-sixteenth to three- 
sixteenths of an inch in diameter, associated with rainy seasons in the Tropics. 


Sunburn 

Extensive, superficial, black or brown discoloration of the peel, due to improper 
exposure to direct sunlight after cutting. 
Yellow blossom-end 


A pale, yellowish discoloration of the blossom-ends of the fruit which is other- 
wise hard and green. Variously attributed to unfavorable growing conditions or 
to bleaching by overexposure to direct sunlight on the tree. 


INSECT AND ANIMAL INJURIES 
Animal scratches 


Conspicuous scratches, usually on the inner-whorl surfaces of the bottom and 
next to bottom hands, due to the activities of birds, lizards, squirrels, etc., climbing 
over the fruit. 


Bee bite 


Conspicuous, black depressions like small rosettes along the ridges of the 
fingers. 


Beetle mark 


Brown, oval, scab-like marks about % inches long, arranged in chains or clusters 
resembling Chinese characters. 


Blotch 


Peel surface disfigured by irregular blotches which appear ‘‘water-soaked”’ 
against background of uninjured peel. Blotched areas densely populated by 
exceedingly fine, brown, projecting specks which render them rough to the touch. 


Caterpillar scab 


Irregular, light brown, scabby, roughened areas on the backs, sides—and 
sometimes the tips—of the fingers. 


Red rust 


Deep ox-blood, roughened, leathery (frequently checked or cracked) areas, 
mostly between the fingers, 
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Scale 


An irregular yellow or yellowish mottling upon the peel of otherwise perfectly 
green fruit. Occasioned by presence of clusters of scale insects upon the surface 
of the fruit while growing in the Tropics, which brings about a local bleaching of 
the green coloring matter in the peel. This mottled or spotted effect tends to 
disappear as the fruit ripens and becomes uniformly yellow all over. Either of 
two species of scale insects may be responsible for this same defect. 


Yellow scale 


In which the waxy covering of the individual insect is more or less oval in shape, 
and pale yellow in color—the common form in Central America. 


Red scale 

In which the waxy covering is circular in shape and reddish-brown in color— 
common in Santo Domingo. 
Speckling 

Minute brown or black dots (less than one-sixteenth inch in diameter) quite 


uniform in size, smooth to the touch and peppered irregularly over the surface 
of the peel. (Not to be confused with spotting, blotch, or thrips injury.) 


Thrips injury 

Minute, pimply elevations, especially near the tips of the fingers of the smaller 
hands, rendering the surface of the peel very rough and rasplike to the touch. 
(Not to be confused with speckling or blotch.) 


DISEASES 


Black tip 


A rare disease of fungus origin resulting in the blossom ends of the fingers be- 
coming blackened and shriveled. The affected area, surrounded by a lighter 
colored margin, often includes as much as 2 inches of the tip, and generally extends 
much further along one side than the other. 


Buti rot 


A pronounced decay of the butt end of the stalk, resulting in a shrunken and 
blackened condition, either moist or dty and moldy. 

Heavy.—Actual decay (as distinguished from mere discoloration) extending to 
or beyond the finger tips of the first hand. 

Medium.—Decay extending one-third to two-thirds of distance from bottom to 
finger tips of first hand. 

Slight.—Decay extending less than one-third of distance from bottom to finger 
tips of first hand. 


Cigar end 


A fungus disease affecting the blossom end of the fingers resulting in the 
blossom end being reduced to a hard, grayish, dehydrated mass of infected tissue 
resembling exactly the ash on the end of a cigar. 


Rhizopus mold 


A grayish, lacy, whiskery mold found frequently growing from the exposed 
pulp of broken and mutilated fingers. 


Sooty mold 


A superficial growth of black, sootlike mold, heaviest near the crown and 
spreading out fanwise along the inner surfaces of individual hands. 


Stem-end rot 


Decay of the stem ends of individual fingers eventually resulting in the fingers 
dropping off the hand. ‘Santa Marta stem-end rot’’ is caused by fungus infecting 
the stem-end where previously creased by mechanical injury. Thielaviopsis 
stem-end rot usually gains entrance through the stalk by way of the cut surface 
of the tip and butt, or other wounds in the stalk proper. The fungus enters the 
cut surfaces of the stalk, proceeds through the stalk tissue, penetrates the crown 
into the stem ends of the fingers, continuing through the peel tissue until in ad- 
vanced stages the whole peel may be affected. 


Tip rot 


Heavy.— Extending to or beyond crown of second hand. 
Medium.—Extending to crown of first hand but not to crown of second hand. 
Slight-—Any appreciable decay but not extending to the crown of top hand. 
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HANDLING INJURIES 

Scarring 

Mechanical injury to peel only. 

Slight.—Ten to 15 light scars, affecting appearance to such an extent that stem 
is no longer “clean.”’ 

Medium.—More than 15 light scars or a smaller number in combination with 
6 to 8 heavy scars scattered throughout the stem. 

Heavy.—Scarred to an extent which normally would warrant classification as a 
“‘special,”’ 
Point scar 

Sharply outlined, black indentations caused by tips of other fingers. 
Binboard or sidewall scar 


Broader, shallower, blackened areas caused by pressure against fruit-fittings 
on shipboard or domestic cars or trucks. 


Stalk scar 


Black, sharply indented or more or less flattened areas caused by stalks of 
other bunches. 


Friction scar 
Superficial—but frequently quite extensive—brown to black abrasions often 
characterized by fine, parallel scratches. Scars of this type, when occurring prior 


to washing may be accentuated by the acid bath, and giving rise to what was 
formerly known as acid injury. 
Bruising 

Severe mechanical injury to the peel, extending to the pulp. Most commonly 
occasioned by contact with car walls, fruit fittings on shipboard, domestic cars 
or trucks, and resulting in: 

Binboard bruise, sidewall bruise, point bruise, stalk bruise.—Definitions for all 
of these approximate those for the corresponding type of scar, except that in 
these cases pulp as well as peel is affected. 

Bottom hand injury.—Blackened areas on the bottom or second hand, creased, 
roughened or mashed by pressure against floor racks, floors or ground. 


Breaks 


Mechanical or handling damage severe enough to fracture any part of the bunch. 

Broken stalks.—Stalks which are broken, split or cracked sufficiently to interfere 
with normal handling. 

Broken hands.—Hands which are split through the crown—often partially or 
entirely detached from the stalk. 

Mutilated fingers.—Fingers severely mashed or broken, often also moldy. 


Foreign matter 


Dirty.—Coated with mud, dust, soot, volcanic ash, tar, grease, etc. 

Latex stain.—A visible film of dried latex upon the surface of the peel. 

Chemical burn.—Miscellaneous injury from accidental contact with corrosive 
chemicals, such as caustic soda, calcium chloride, cyanide, ammonia, zine mota- 
arsonite and certain fertilizers—also various fungidices and insecticides applied 
intentionally in the Tropics and the acid washes employed for their removal. 

Sali-water burn.—A particular type of chemical burn occasioned by repeated 
wetting with sea water or salt spray. Characterized by extensive blackening, 
roughening and sometimes shallow, irregular pitting of the peel. 

Acid burn.—Another special type of chemical burn, due to improper strength 
or imperfect rinsing of acid employed for spray removal in the Tropics. Char- 
acterized by deep, sharply defined pitting of otherwise uninjured portions of the 
peel (should not be reported as such in absence of reasonably conclusive evidence 
regarding origin). 

Spray residue.—Visible patches, spots or particles of fungicide or insecticide, 
particularly bordeaux mixture, remaining on the fruit as a result of spraying 
operations in the Tropics. 


AppITIONAL TERMS UsEep ON Form 947 
Specials 


Fruit rejected at domestic ports as not being first class because of poor quality 
or appearance. 
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Fresh break 


A bunch with broken stalk incurred during discharge of cargo. 
Old break 


A bunch with broken stalk incurred prior to discharge of cargo. 
: Badly damaged 
A bunch with stalk intact but with hands torn, bruised or badly broken. 


ee 


ES 


CONVENTIONALIZED DRAWING: Showing development of ari outside whorl middle finger 
of a middle hand of a top quality stem of bananas, 


Thin - Flattened sides, extremely prominent ridges, 


3/4 = Slightly rounded sides, prominent ridges, 


LE.2/4 - Medium rounded sides, less pronounced ridges, slender finger tips, 


F 3/4 = Well rounded sides, slight ridges, well filled finger tips, 


Full - Round or nearly round fingers, practically no ridges, plump finger 


i 
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Mr. Ketuiry. The terminology is the result of many years of effort 
to clarify the terms used in describing bananas. There were many 
cities’ terms used in the past, and in talking or writing and reporting 
on cargoes, it would be very difficult for one person “to understand 
aie r when they were describing the condition of the cargo. 

So these are standard terms that are used throughout the « company, 
throughout the trade, when we discuss class, quality, condition, and 
appearance, and what are 9’s, 8’s, 7’s, and bunch quality and stalk 
size, butts, finger quality, and all of those definitions that you see in 
the list. 

Mr. Rooseve.t. Your paper marker indicates what again? What 
does the green marker indicate, for instance? 

Mr. Ketiey. Yes. These markers here—this is a green one—-is a 
heavy nine-hand stem. That is the big nine. 

A light nine is red. And a white one is an eight-hand stem. <A pink 
is a seven-hand stem. And that color, this gray, sort of a gray, is 
ripe. And the black is turning, and the purple is the shaker. 

Mr. Roosevett. So that a bag can have several different designa- 
tions, class and conditions. In other words, it could have several 
different colors on it? 

Mr. Ketury. No, no; only one. 

Mr. Roosreve.t. Suppose you had a number of hands or a six, how 
would you indicate it was ripe? 

Mr. Keuuey. If it was a ripe or if it was a 6, or if it was a 9, that 
was not good, it was not considered good, it would have a yellow—be 
marked “special.” If it was turning, it would have this. If it was 
ripe it would have one with the ripe color on it. They would be 
separated on the belt and not go into the cars with the other good 
grades. 

Mr. Roosrevetr. Won’t you have to have colors, though, one for 
class and one for condition? 

Mr. Ketury. These are the separations here for ‘“‘specials’’ and 
for “shakers,” for “turning,” for “ripe stems,’’ for 7-hand stems and 
for 8-hand stems, for lizht 9’s and for heavy 9’s. It is all here. 

I would like to say that these colors are subject to change from 
time to time due to the availability of the paper. It is not set through- 
out the company for reds to represent all this or all that. The papers 
are subject to change; that is, the colors. 

The picture at top of page 169 shows the man putting on the colored 
papers what the selector has called out. 

Mr. Roosevetr. Let me take you back to the ship again. On the 
fruit-discharging reports, where you have them as ‘‘good”’ or other- 
wise classified, who makes that grading? 

Mr. Ketirey. What was that? 

Mr. Rooservetr. The fruit-discharging report, who makes the 
gradings on that? 

Mr. Keuuszy. They are the result of all of the inspectors’ reports 
and they are made out by the wharf superintendent. 

Mr. Roosrvetr. After the fruit has been sorted by the method 
which is depicted here? 

Mr. Ketuey. Yes, after all of the fruit has been discharged, and 
the reports are all in, those reports are made to reflect that particular 
cargo. 

Mr. Roosrvett. Thank you. 
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Papermen applying colored markers denoting classification as directed by selector. 


Mr. Keuuey. The picture below is another view of the selector 
location on the pier where he is calling out and also applying the 
colored identification papers. 


Papermen applying colored markers denoting classifications as directed by selector. 
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The next picture is the same operation again, 


A te Pee owt a 
Papermen applying colored markers denoting classification as directed by selector. 


The next picture shows transferring the fruit from the curveyor to 
the refrigerator railway car as indicated by classification marker on 
the bunch. 

Lifters on raised platforms opposite each working car lift each 
properly designated stem from the pallet curveyors to the carrier’s 
shoulders who in turn hands it into the car. 


Transferring fruit from curveyor to refrigerated railway car as indicated by 
classification marker on bunch. 
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The next picture shows transferring of fruit from the curveyor to the 
refrigerator railway car was indicated by the classification marker on 
the bunch. Just another view of the previous shot. 


Transferring fruit from curveyor to refrigerated railway car as indicated by 
classification marker on bunch. 


Chief inspector supervising car stowage. 
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The picture at the bottom of the precéding page shows the inside 
of the refrigerator car where the fruit is being stored. Close supervision 
and inspection of the fruit in the handling 1s given during the loading 
of cars. 

The following picttite shows tie back bracing which is a faitly recent 
infiovation allowing for easy access to the cat for the inspection and for 
the utiloaditig at designation. 





Chief inspector observitig cotiipléted stowage of car. 


2 REN RTL BAIN 


DISTRIBUTION PROBLEMS 173 


The picture below shows the fruit that is to be loaded into trucks, 


and all ripes and turnings and specials passed through the car aisle 
to the truck platform. 






i 


Curveyor from ship to railway cars. 
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The next picture shows the truck carrier receiving the fruit from the 
curveyor. 





Truck carrier receiving fruit from curveyor. 
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The next picture shows the loading of the fruit into the trucks. On 
the truck platform special selectors see that the carriers carry the 
fruit through to their proper place according to the color designation 
on the paper marker. 





Truck stacker receiving fruit from carrier. (Note foot-treadle tally clock.) 
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The following picture is a photograph showing a similar operation 
of loading the truck. 





Truck stacker receiving fruit from carrier. (Note foot-treadle tally clock.) 


ee 


eR Seb nen Riots 





DISTRIBUTION PROBLEMS 177 


The next picture shows the ripe or broken bunches that are hung 
on the bunch trucks. 


78229—56—pt. 4——-18 
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The next picture shows the trucks when loaded are pushed to the 
cut-up area for processing. 





eed 
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The last picture appearing on page 178 shows the processing area 
where the stems are completely cut down and the good marketable 
hands are placed in the conveyors and after selection of the hands 
several uniform grades of packed boxes to be made. 

Mr. Roosrvett. Do you do this processing, the last part that is 
shown here? 

Mr. Keuuery. This is the part of the operations at the terminal 
where the broken bunches or green bunches that are partly broken 
are cut down and put into boxes—not processed in the sense of being 
ripened—just cut down and packed into boxes, and sold in boxes 
because of their condition. 

Mr. Roosevett. Is all fruit shipped in boxes? 

Mr. Ketutry. No. This is only the broken sections of the bunches. 

Mr. Roosrvett. Only the broken? 

a" Ketuey. Only broken ones. That is the general description 
of it. 

Mr. RoosEvett. Does this tag remain on it when the material is 
received by the jobber? 

Mr. Ketiey. Beg your pardon? 

‘Mr. Roosrvett. Do these tags remain on it when the shipment is 
received by the—— 

Mr. Keniry. There is no attempt made to take them off but 
many of them do fall off because they are only wetted. 

Mr. Roosrvett. In a carload, no record is kept for the jobber of 
what is in the carload by description? 

Mr. Ketury. Oh, yes; those car numbers—the record of the cars 
is kept, and they are loaded with certain numbers of these particular 
stems that are wanted in that particular car. 

Mr. Roosrvett. That information is made available to the pur- 
chaser of that car? 

Mr. Ketury. Yes. He knows what he is getting. 

Mr. Carson. We have another witness, Mr. Vuillot, who knows 
more about the detail of that if you would like at this time. 


‘ Mr. Roostvett. Why don’t you come forward and take a chair up 
ere. 


Would you raise your right hand? 

Do you solemnly swear that the testimony you are about to give 
before this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Vurttor. I do. 


Mr. Roosevett. Give your full name and your position. 


TESTIMONY OF AUGUST E. VUILLOT, JR., WHARF SUPERIN- 
TENDENT, FRUIT DISPATCH CO. 


Mr. Vuituor. My name is August E. Vuillot, Jr., wharf superin- 
tendent, Fruit Dispatch Co. 

Mr. Roosevett. Mr. Kelley, or whichever one of you wants to 
answer this, there is no representative of the jobber allowed as this 
sorting goes on, is that correct? 

Mr. VuituoT. That is correct, sir. 

Mr. Roosrvett. What is the reason for that? 

_Mr. Vurtuor. The jobber is allowed on the dock if he comes in as 
a casual observer, welcome at all times, that they visit the plant. 
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It, ig not the company’s policy to have the jobbers dictating where the 
fruit is going. 

Mr. Roosevett. No; but suppose that the jobber merely wanted— 
knew he was buying a certain part of a shipload and wanted his men 
there to check as the sorter placed the markings on the individual bags. 
Would there be any objection to that? 

Mr. Vurtxor. Yes; it would be objectionable. 

Mr. Roosrve.tt. Why? 

Mr. Vuituor. Because the man buying a carload of fruit in the 
interior would not have the same opportunity. 

Mr. Roosrvett. Could he not appoint somebody to do it for him? 

Mr. Vurtuor. Well, that is possibly so. 

Mr. Ketuny. Mr. Chairman, may I add that the speed with which 
the ship is discharged and the method of handling the fruit does not 
permit of the time for individual inspection of the fruit, at the time 
the selection is made, by outsiders. 

The company is aiming to make the best possible selection for these 
various classes of fruit, and when these selectors who are trained put 
on these designations, they are doing it from past experience and from 
great skill. And they haven’t the slightest idea who is going to get 
this fruit or that bunch or anything else. Their sole job is to mark 
that fruit to the best of their knowledge and experience, truthfully, 
as to what they see according to the established standards of the fruit 
company which we have tried to improve over the years. 

So he is there trying his best to do that job and the speed of the un- 
loading would not permit of a large number of jobbers to be there to 
see this hatch unloading or any of that operation. 

Mr. Rooseve tt. I do not see how it would interfere with the speed 
to have a man watch it if he did not interfere with it. 

Mr. Keurey. Well, I don’t know. No jobber watching the fruit 
would know which stems would go into his car or truck. A car that 
he might watch loading is not being loaded for any particular jobber. 
In other words, the fruit he would be watching would not be his fruit. 
At the time the cars are loaded, no one known which jobber will re- 
ceive the particular fruit being selected. So many orders have been 
received for cars of 9’s, 8’s or whatever, but it is not until after loading 
is completed that the car is assigned to any particular jobber. 

Mr. Roosevett. Well, now, wait a minute. Under the testimony 
of the previous witness a jobber has agreed to take a certain shipment 
that arrives, let us say, in Baltimore. So he knows that a good part 
of that, or a certain percentage of it is coming to him, does he not? 

Mr. Keuiry. He knows that he is going to get something out of 
that ship. He would not know at the dock, seeing the thousands of 
bunches come out, out of which hatch he was going to get, or what car 
or a truck it was going to go into at the time the selection was 
made. 

Mr. Roosrevett. Might he not be interested to know the general 
quality that was coming out of the ship, as long as he had hasitcacted 
or was going to take it? 

Mr. Ketiey. Oh, sure, he would be interested in it. I just 
pointed out that it isn’t feasible or practical to have the jobbers on 
the wharf to do that. 

Mr. Roossysztt. I would agree it would not be practical to have 
eyery jobber on the wharf but it would be practical to have a repre- 
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sefitative there who did not interfere with the unloading process, 
would it not? 

Mr. Kettry. So far as I know, there is nobody who has been detiied 
the right to come to the pier and observe the general condition of the 
cargo from a vantage point, but it is not allowed on the dock where 
the conveyors are running around whefe space is tight and where 
speed is necessary. 

Mr. Rooseve tr. I do not know any other industry where you buy 
a pig in the poke, where you would require that, where the supplier 
would be able to insist upon that. 

In other words, he buys something, as you say, out of necessity 
must come to him with the greatest rapidity and yet he has absolutely 
no way—you have worked out no way for him to know what is coming 
to him, unless he actually receives it and it becomes his property. 

Mr. Ke.tiey. Mr. Chairman, we have taken every step that we 
know of to put the best bananas that can be grown into the ship. 
We have devised the best methods that is possible so far to get this 
fruit out of the ship into the trucks and into the cars. We have gone 
to great trouble to describe the various grades and conditions of the 
fruit for our people in the tropics, for our people on the wharves and 
we try our best to stick to those definitions, and I think that the testi- 
mony of some of our jobbers here this morning verified the fact that 
they do get from the fruit company quality fruit. They complain 
that is the only place they get it from. That is the only place they 
can get it from so it can’t be very, very bad, if that is true. 

We take a great seriousness and a great obligation on our shoulders, 
to see that our jobbers get the best possible fruit that we can give to 
them, and to protect them. 

Mr. Roosevetr. In a ship report which I have in my hand here, 
this is the Talamanaca, fruit discharging report, New York, on April 
2, 1951, general condition of the quality is divided as follows: 62 per- 
cent good, 31 percent fair, 4 percent poor, 2 percent thin, 31 percent 
three-quarters, 75 percent light full, and 2 percent, full. 

How would it be possible for a jobber in buying this carload or this 
part of this cargo, to know what he should pay for it if he didn’t know 
what he was getting, and especially where he might be in this instance 
be getting only 31 percent fair out of the total amount, plus another 
4 percent poor. 

Mr. Vuriior. Mr. Chairman, that is reflected in this way, in this 
report, and it is not a complete report. You will notice here it says, 
green fruit. That is first class fruit. It is 87.61 percent of the cargo. 
Condition of the cargo is good. That is determined by the 3.09 
percent turnings, 0.69 percent ripes. 

The poor quality fruit that you speak of, which in this particular 
case is 4 percent, is made up of 2 percent three-quarter fruit. 

Now, that 2 percent, three-quarter fruit was taken out as special in 
your 8.39 specials; in addition to that you made specials from short 
fingered fruit. You will find that in your terminology, and open- 
handed fruit which does not appear in the report. 

Mr. Roossvetr. I think that is fair. You have 31 wilted, 10 
percent short fingered. 

Mr. Vuruuor. Right, sir, 2 percent. 

Mr. Roosrvetr. Here we have 30 percent wilted. What I want 
to know, how does the jobber not given these facts—how is he able 
to tell whether he should pay a uniform price all the way down or 
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whether he should get some discount because some of this is wilted, 
without having to go through the process of making the claim? 

Mr. Vurtuor. That fruit does not appear in the first class fruit. 
That is taken out. 

Mr. Rooseve tt. It does not appear in his shipload that he gets? 

Mr. Vuituor. No; if he buys a car of first class, he gets part of 
the 87.6 percent. 

Mr. Roosevetr. Who gets the rest? 

Mr. Vutuuor. All right—sold as specials, 8.39 percent of the cargo 
is sold as specials at a lower price. 

Mr. Arnoxp. Of that 87 percent, you have a further qualification 
on grade, do you not, that comes to the good, fair, and poor? 

Mr. Vutituor. That is right. 

Mr. Arnotp. Of your green bananas, of your top quality you have 
3 different grades: good, 65 percent; fair, 31 percent; poor, 4 percent. 

That can vary substantially. How does the buyer know what he 
is getting, whether he is getting good first quality or poor first quality 
bananas? 

Mr. Vurtuor. The poor quality fruit is rejected into specials, the 
fair quality. 

Mr. ArNo.p. I am talking about the poor first quality fruit. 

Mr. Vuituor. First quality fruit is made up of the 75 percent full 
fruit, the 2 percent, pardon me, the 75 percent full, three-quarter 
ahi 2 percent, full fruit. And the 21 percent light full, three-quarter 
ruits. 

Mr. Carson. I don’t think he understood your question, Mr. 
Arnold. 

Might try it again. 

Mr. Arnotp. As I understand it, from this report, and from your 
explanation, it is that your green fruit, your first quality fruit is 
divided into three grades—good, fair, and poor. 

Mr. Vuituor. Right. 

Mr. Arnoup. And that these three grades, the first quality fruit 
represented about 87 percent of the cargo, the entire cargo? 

Mr. Vuituor. No; the poor quality fruit is not in that. 

Mr. Arnowp. Beg pardon? 

Mr. Vurtior. The poor quality fruit is not in that 87.6 percent. 

Mr. ArNoLpD. Just the good and the fair? 

Mr. Vurtuor. The good and the fair. 

Mr. Arnotp. All right; then we still have the question, how does 
the buyer know whether he is buying good or fair quality green 
bananas? 

Mr. Vurtuor. Fair quality fruit is acceptable fruit on the market. 

Mr. ARNOLD. Suppose you want good fruit? 

Mr. Vuituor. It is considered as fruit that is desirable. 

Mr. Roosrvett. Let me ask you, when you sell to the A. & P., let 
us say, or one of the chains, do you make no differentiation for them 
between good and fair? 

Mr. Vuttior. He gets the same identical classification as everyone 
else gets. 

Mr. Roosevett. In other words, he does not—the allegation that 
was made that he gets better choice is not true then? 

Mr. Vurtuor. That is not true. If he buys the first-class car, and 
Joe Blow buys the first-class car, they each get the same kind of fruit. 


ee 
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Mr. Roosrvett. Thank you. 

Mr. Damas. May I ask a question? 

If the good and the fair all go out in the same car, why do you 
make any distinction between good and fair at all? 

Mr. Vurm.or. This report is a company report, made up to have a 
control over the grade of our fruit for carrying purposes. If we get 
too much full fruit in our cargoes, it may not carry well. Then we 
have a lot of ripe fruit. The grade controls the amounts of ripes that 
you get in your cargoes. 

Mr. Arno.xp. In other words, the fruit that is graded as fair is 
liable to spoil sooner than the fruit that is graded as good. 

Mr. Vurtior. The good fruit—the full fruit will ripen before the 
three-quarter will, in normal process. 

Mr. Roosrvett. I do not think I want to go into the banana 
business. 

Mr. Ketirey. Mr. Chairman, may I try to amplify a little bit. 
The orders for these bananas are coming from our branches, coming 
to our sales department, and these orders for bananas, whether they 
be 9’s, specials, 8’s or whatever, are phoned or relayed to the seaboard, 
where these boats are discharging. And they know how many cars 
of 9’s, 8’s, 7’s, how many specials are wanted by this person or that 
person. 

The ship comes in, cargo plans are examined, the wharf is addressed, 
the cars for certain railroads are on this track and on that track, and 
the skill and the experience of the wharf superintendent, his knowledge 
when discharging, follows, filling the cars, furnishing the cars with 
the kind of fruit that has been ordered. 

These selectors or wharf people have no idea whether it is going to 
be A. & P. or Cos Masters or Mr. Elbaum, at that time. His object 
is to make the truest and best selection of the fruit according to its 
terminology as it is possible, under the conditions, to make. 

And when the car is unloaded, and the poor fruit, the lightweight 
fruit, the ripe fruit, the turned fruit, has been separated from the 
good fruit and the good fruit is loaded, then the sales department, 
who have had these orders, then, knowing how much fruit, good 
fruit, has come out of that ship, orders are then dispatched and as- 
signed, cars with that fruit are assigned, and they are shipped to the 
consignee. 

Mr. Roosrevett. However, the only person who inspects or who 
ae control over the judgment of that inspector is the company 
itself? 

Mr. Ketter. Absolutely. 

Mr. Roosevett. None of the buyers ever have a check on that 
information? 

Mr. Keutey. No, they do not. 

Mr. Roosrevett. And the reason you give for that is because of the 
impossibility due to the necessity of speed and the lack of space? 

r. Kevuny. Well, there are a great many jobbers in the directory, 
sixteen, eighteen hundred, nineteen hundred jobbers, ordering fruit, 
and the Fruit Co. has always taken the interest of the jobber, partic- 
ularly the small jobber, greatly at heart, to do the best kind of work 
they can for the small jobber in the way of protecting him against poor 
fruit, separating the poor fruit, and giving him what he wants, to help 
him in his ripening problems in every way we can. 
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And we have assumed ourselves, for our own good as well as for 
theirs, the responsibility of doing @ good job of this seleetion. And 
we feel that most of our jobbers appreciate that, and know that to 
be true. 

And because we think that we can do the job better all the way 
around is why we doit. It is not any attempt to put anything over 
on the jobber. It is an attempt to help the jobber and to help the 
industry. 

As I think the records indicate and show—of course, I am not going 
to say or attempt to say that we can examine every individual burich 
of bananas in the speedy operation of handling a perishable product 
and not make a mistake here and there, but by anil large, it is a good 
operation, and the selection is excellent, as the record will show and as 
most of our jobbers will say to you, that it is an excellent job. 

Mr. Daumas. Mr. Chairman, could I ask just one more question, 
please? 

Mr. Roosrvett. Mr. Dalmas. 

Mr. Daumas. If I were a banana jobber and sent you an order on 
my regular purchasing blank for a carload of bananas, what trade 
terms would I use to describe the bananas that I wanted? 

Mr. Vurtuor. First you would order through our branch man- 
ager 

Mr. Damas. I don’t care where. I mean, I am ordering now, I 
have already gotten the order written out. I want to know what 
I get. 

Mr. Vurtitor. You want a car of first-class fruit, or a car of special? 

Mr. RoosEvett. Just those two. 

Mr. Vuituot. If you wanted a car of turning fruit you wanted to 
ship into the interior, which would not be advisable—it would be 
possible. 

Mr. Damas. In other words, the trade term is first-class fruit; and 
if you want a fruit of a little lower grade, it is a special. Those are 
the only two? 

Mr. Vurtuot. You said “grade.” Specials are not necessarily 

ade. 

“hides Damas. Well, that is what I am asking. What are the trade 
terms? 

Mr. Vurtuor. It is a cheaper banana; it is a rejected banana, a 
grade off on appearance. 

Mr. Datmas. Are there trade terms to describe each one of these 
qualities of bananas? 

Mr. Vuituor. First-class, specials. 

Mr. Datmas. Those are the only two? 

Mr. Vurtuor. Yes, sir. There are turnings and ripes. 

Mr. Keuuery. He could order 9’s or 8’s. 

Mr. Vuttuor. First-class fruits. 

Mr. Keutiey. You see, a jobber may have a preference for first-class 
fruit, and he may have a car of heavy 9’s or light 9’s, or a car of 8’s or 
7’s. He just says that, and that is what he places his order in for. 

If he should want to know how the specials are running, and if they 
are going to make him specials, what is the price of specials, he might 
order a car of specials, ripes, or turnings. But ously, most jobbers 
would say, I think they would place an order for a car of 9’s, 8’s, 7’s. 
and that would be it. 
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Mr. Roosrve tr. Is it ever the policy of the company to request or 
insist on a jobber that he take a certain amount of specials along with 
his first-quality fruit? 

Mr. Ketury. Never, to my knowledge. 

Mr. Vuttuor. I can’t answer that question. I have nothing to do 
with the distribution, just locally. 

Mr. Roosrvetr. Can you answer that question, Mr. Kelley? 

Mr. Ketuey. Not to my knowledge; I have no information to 
substantiate that. 

Mr. Roosrvett. Who would be able to give me an affirmative or 
negative answer? 

Mr. Ketiey. Somebody from the sales department, because I am 
not in the sales department. 

Mr. Daumas. Mr. Chairman, I notice on these discharge reports, 
that 9’s seem to be the greatest number of bunches. 

How about the shorter sizes, where do they fall in? Do you mix 
those in, in a car of first-class? 

Mr. Vurtuor. No, sir. Occasionally —— 

Mr. Damas. You give a man what he asks for? 

Mr. Vurtuor. That is right, sir. 

Mr. Roosrevett. How does the loader on the dock know what the 
man has asked for when you are loading the carload? 

Mr. Vurtuor. The loader on the dock does not. He does not. 

Mr. Roosrevetr. How does he load it intelligently for the jobber, 
then? 

Mr. Vurtiotr. He loads the cars, he loads cars of 9’s. We have 
8’s in the cargo. We know approximately how many 8’s are in the 
cargo, approximately how many cars of 8’s we should make from that 
cargo. We set up—predominantly our cargoes are 9’s. We load the 
9’s, heavy 9’s light 9’s. They load those in the cars as the fruit 
comes out of the ship. 

As these cars are loaded and the track is completely loaded, he 
may have three light 9’s out of his 9 cars; the balance of them heavy 
9’s. He gets a form for each car, showing the number of stems in 
the car, makes out his report. 

Those tickets go upstairs, and those cars are then billed by people 
who never see the fruit. 

Mr. Roosgvetr. Then you would never get a situation in which 
you would get a carload of specials mixed with a carload of first-class 
9’s or light 9’s? 

Mr. Vumuor. No, sir. 

Mr. Roosrevetr. And a jobber never gets a carload of that kind? 
Is your answer to that ‘‘No, he never does’’? 

Mr. Vuituor. He does not. If he orders a first-class, he gets a 
first-class car. If he orders a car of specials, he gets it. 

Mr. Keuuey. There might be some instances where he orders some 
specials on a car 

Mr. Roosrvettr. Wait a minute. You just told me a minute ago 
that the loader could not sort them because he did not know what the 
individual wanted. 

Now you tell me he might get one because he ordered it that way. 

Now, the two things do not jibe. 

Mr. Keuiey. Let me say this. I may be wrong in that last state- 
ment. The minimum load, freight rate, is 20,000 pounds, and the 
fruit is coming from the ship according to these tickets shown here. 
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The job is to put the proper amount of fruit in as many cars as possible 
to keep up to that weight; not going beyond too far and not going 
under it. 

So the loader of the car knows from experience the weight, and the 
other supervision on the pier; he puts in so many stems of whatever 
is being loaded into that car, until he gets approximately the 20,000 
pounds in it. 

Then when that is done and the tie-back method is used, the car is 
finished, and that is the end of it. 

And then later on, that car is assigned to some jobber who has 
ordered that particular kind of fruit, and that is it. 

Now, I don’t know whether anybody could ever get or has ever 
ordered a mixed load. I know that they could order mixed loads of 
heavy 9’s and light 9’s in the same car, and if you had so many orders 
for that, the loader would take certain numbers of those for that 
particular car. So it is possible to do those things. 

Mr. Roosgve tr. All right, sir. 

Mr. Carson. Mr. Kelley knows about growing, too, I think; don’t 
you, Mr. Kelley? There was some question about that. 


Mr. Kerutiery. I would be glad to answer any questions that you 
might have. 
Mr. Roosrve.r. Do you want to be further instructed on how to 


grow bananas? 

Mr. Streep. I would like to have just a little bit of information on 
the problem you face in getting an orchard developed, and what your 
harvesting problem is, and how you control that. 

Mr. Keiuny. Well, as I have said before, I have been to the Tropics 
a number of times, and I am in charge of transportation. General 
research is by the agricultural men, but I do know the general practices. 

In new areas to be planted, the trees are cut down, the underbrush 
is cut down, and bits or eyes, that is, the rootlets, from some existing 
plantation are cut and planted at certain distances apart, 16, 18 and 
20 feet apart, and covered up. 

In a few months, the plant starts to grow, the leaves shoot through, 
and it grows rapidly. 

Mr. Streep. Does that have to be done at any particular time of the 
year? 

’ Mr. Ketiey. No. You can plant at—certain seasons of the year 
are more advantageous times than others, but generally speaking, 
you can plant throughout the year. 

Mr. Steep. Does the time to make fruit have anything to do with 
when it is planted? 

Mr. Ketitey. What is that? 

Mr. Steep. Does the time when the fruit is ready to harvest have 
anything to do with the time the tree is planted? 

Mr. Ketiry. No. The time it is planted, the time it is harvested, 
has to vary, depending upon the growing conditions in that particular 
country. But from 9 to 12 months after you plant, you have a bi 
enough tree to produce a bunch of bananas; and during that sabia 
suckers have been coming up from the base, the root stock, of that 
plant, and by careful pruning you have a number of generations 
coming along, usually three generations. 

So when the bunch from the original mother plant is read 
harvest and cut down, there is another bunch ready to pro ier 
usually, say, in about 3 ‘months. 
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So in good plantations, after you have them started, you have from 
that mat, by proper pruning and by spraying, controlling leaf spot, 
you can get a stem of bananas every 3 or 4 months from the same 
area. 

Now, the harvesting is a very important thing for timing. Every 
division knows when it is going to have steamer loading. The 
steamer advises the division when it is going to arrive. It may be a 
little bit late or a day late, due to storms or things of that kind, but 
they know the schedule. It may be a day late when it goes out, the 
order goes out to the farms 50 miles, 100 miles, 200 miles back in the 
country to begin cutting of the fruit, and we will need so much fruit. 
And, of course, from estimates made previously by the division, which 
may be close or it may be off, we know about how much fruit is avail- 
able in that division that particular week, and that is on the basis we 
send the steamers in. 

And after the order to cut, everything goes into action quickly. 
the fruit is harvested, it is brought out carefully, it is washed in most 
divisions, it is loaded in tropical railway cars, it is shipped to the 
loading dock, and it is put aboard the steamer. And the age of that 
fruit from the time of cutting may be as little as 19, as much as 21 or 
28, hours old from the time it was cut. 

And then the ship is dispatched immediately to the seaboard, New 
York, New Orleans, or wherever, with no delays in between. 

And as soon as it arrives at destination, these modern unloading 
facilities, the fruit is taken out, loaded into cars and trucks, and dis- 
patched as rapidly as possible, because we must get this green fruit in 
good condition to all the areas throughout the country served by that 
particular port, in good, green condition. We take care of it on the 
railroads—— . 

Mr. Steep. How many days do you have, counting the ship travel 
time and your cutting and loading on the ship, and unloading off the 
ship to still have good, green fruit? 

Mr. Keuuiey. Well, the statement we generally make to the people 
who are inquiring like that, is when you—the public usually sees a 
bunch of bananas in a store, or ripe ones going into a store, which 
a month before that the fruit was on a tree, hanging on a tree in the 
Tropics. The length of the voyage from the Tropics may vary from 
2% days, 3 days, 5 days, 7 days, 11 days, depending on what port 
they are coming from or where they are going. 

The fruit then is moved by cars and trucks, first-morning delivery, 
second-morning delivery, and third-morning delivery; and in some 
cases, due to storms and tieups, it may be longer than that, but the 
fruit must move, because if you hold back bananas, green bananas, 
the jobber doesn’t have a chance to get it or to process it in the 
manner that his ripening rooms have been built to process it to meet 
his particular requirements. 

e may want them right away, or he may not want them for a 
couple of days. There is no immediate time when the jobber knows 
he is going to want it. He may have some leeway as to when he 
gets it. 

He may want them right away, or a day later, depending on market 
conditions there; and, as has been pointed out by others, there is no 
way knowingly to retard bananas once they are cut. They start to 
mature and ripen. If you get below 53° or 54°, it is a critical tem- 
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perature, they suffer a peel injury known as chill. They won’t ripen 
or will discolor. 

If you get above 68° or 70°, they ripen fast, so we have a very 
perishable product that we must know its condition, we must handle 
quickly, we must have proper equipment, and we must protect it to 
get it to our jobbers in all extremes of weather, summer and winter. 

We ship bananas from the Tropics to our ports in Canada as far as 
Chucutima up in the Hudson Bay area every week, 40° below zero 
weather in the wintertime, and that is due to the quality of the steam- 
ers, the quality of the cars we use, the quality of the stowage that we 
employ, and the protection we give the bananas in transit on the 
railroads. 

Mr. Steep. Then there is very little chance you have to hold a ship 
in port and wait for a good market. If you get it there, you have got 
to get it out. 

Mr. Keuuey. So far as I know, if a ship is in, it must unload, unless 
there is a strike or some snow condition which prevents us from getting 
cars or trucks into the port, and if we know about that in advance, if 
the strike is such it has been known, we have to divert a boat to a port, 
to some other port, where the facilities and cars are ready to discharge 
that cargo. 

But you cannot bring a steamer in and hold it for a week or 10 days 
without doing the cargo some damage; and, also, holding up a very 
expensive ship which is on a schedule, that has more fruit to get and 
to come back with. 

Mr. Roosevetr. Mr. Kelley, one last question. I refer you to 
Mr. Masters’ testimony of this morning, and on exhibit B which he 
supplied, the letter signed by Mr. G. R. Grange, Deputy Director of 
the Fruit and Vegetable Division of the Department of Agriculture, 
the statement is made: 

We are informed by the importers they do not believe that such standards would 
benefit the buyers and sellers. 

Of course, as to the sellers, I think that is true. The buyers have 
testified that as far as they are concerned, that is not true. 

Also, we are told that the importers would not be interested in adopting such 
standard or in using Government inspection in their operations. The point was 


made that variations due to differences in varieties, growing conditions, and so 
forth, would make it extremely difficult to formulate uniform grade standards. 


And yet you turn around and give us here one of the most detailed 
descriptions of uniform grade standards I have ever seen. 

Mr. Ketuey. Mr. Chairman, [ would like to tell you about that. 
I am very familiar with the matter, the question of United States 
standards for bananas. 

Mr. Cy Smith, head of the Department of Agriculture Bureau of 
Standards, wrote our president, Mr. Werner, saying that they had 
been approached by the distributors and other people in New York 
with the suggestion there be Government standards on bananas, and 
Mr. Werner replied and said that was too diffieult— Mr. Smith said, 
it gave the usual explanation that this request had been made, they 
wanted to investigate the matter, would like to find out the practi- 
cability of it. And what we wanted to understand, that it was entirely 
voluntary on the part of both the seller and the receiver; otherwise, 
there would be no purpose. 
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So Mr. Werner asked me if I would go down to Washington and 
meet Cy Smith, Mr. Smith, and explain how operations are done, 
because it is very difficult to explain our operations by letter. 

I called him up, made a date. It was a little bit later than—he 
was away, but it was on July 13 last year, July of last year, and he 
had his whole staff there. He brought them in, and it was Mr. 
Conklin. Mr. Spangler, Mr. Hedlund, and Mr. Diamond, somebody 
else from another bureau there. 

And he asked me about it, and I said, ‘Well, look, I would very 
much like to explain to you our entire operation.”” And for an hour 
and a half there, with everybody present, I told him exactly what I 
told you in greater detail, how we grow bananas, how they are handled, 
how they are inspected, and the speed required, and the efforts we 
make to do a good job of selection; gave them, showed them this 
terminology. 

They were surprised that there was such a thing. As a matter of 
fact, they asked me later for 15 or 20 copies so they might have it 
for their various field inspectors, which I very gladly gave to them. 

After a full explanation of what we were doing, and that it was to 
our interest to do a good job of selection, and we were anxious to 
improve if it could be, but I personally did not see how an inspector, 
Government inspector, on our wharf, standing on our wharf, could 
do anything more than we are doing or even do it as well, because 
we were enforcing standards that we had developed and were putting 
into effect in the most practical manner known to us, I invited Mr. 
Smith and his entire staff to come to New York to see our operation. 

I sent him movies of some of our tropical operations later. I was 
with him at the Purdue conference last week, on perishable loss and 
damage, and I mentioned it to Mr. Conklin and Mr. Spangler, who 
were there, and up to this moment they haven’t been able to come to 
New York to see it. 

We are very anxious and very willing to have them come, and come 
and see what we do, and to see our methods. 

Now, we have a very excellent record of loading. As pointed out 
this morning, our bananas are the lowest of all perishables in claims 
by the railroads, consistently, year after year. 

Bananas have been 98 cents or less, a dollar, a dollar and a half, 
sometimes $2 per car average losses sometimes paid by the railroads; 
whereas other commodities run up to $40 and $80 per car. 

I have some charts here I would like to leave with you, to show over 
the last 11 years how the record of the fruit company, by other people 
in loading our cars, and the care we take with them, have kept these 
claims down to a remarkably low degree, to such an extent that they 
are pointed out with praise by the Western Weighing and Inspection 
Bureau, by the RPIA, by our bureau people. 

How can they load a perishable, how can they load a highly perish- 
able commodity like a banana and keep their claims down to a low 
minimum, lower than anything, by ship? And that was a week’s 
subject of discussion at the conference at Purdue the week before last, 
on loss and damage claims by railroads. 

So it is 

Mr. Roosevetrt. I do not want to interrupt you, but I do not see 
that that has anything to do with your ability to set standards which 
would be available. 
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Mr. Kettey. I will admit that very freely. But, Mr. Chairman, 
it does certainly point that if the record is so good in that particular, 
year after year, that the rest of it cannot be so terribly bad, either. 

I mean, if it was bad fruit or did not carry it well, I think the claims 
would have been much higher. 

Mr. Rooseve tt. I do not think the claim is made before this 
committee that the fruit received is received in bad condition. As I 
understood the complaint, it was that it was difficult to tell whether 
they were going to get a certain grade which was in top grade against 
a lesser grade. And that in general, the price ended up by being the 
same thing. 

Mr. Ketuey. Well, it certainly is true that they cannot see the 
fruit that they are going to get, at the present time. They have to 
rely on the fruit company, on its selection. There is no other way 
for them to know. They have to have confidence in the fruit com- 
pany, they have to believe in the fruit company. There is no way 
for them to come beforehand and see. We make no pretense of that. 
We do our best to do what anybody can do with a perishable like 
bananas. 

Mr. Roosrvett. Mr. Kelley, I think you have been very generous 
with your time and we appreciate it. 

If you have anything more that you would like to tell the com- 
mittee, we would be glad to hear it. 

I think at least one member of the committee will have to go and 
the other will have to go very shortly thereafter, too. And I do not 
want to cut you short. 

Mr. Carson. Do you want to carry over until tomorrow? You 
have not heard Mr. Roddy. 

Mr. Roosrvett. If Mr. Roddy has something pertinent that you 
want to put into the record. So far as I am concerned, I would not 
have any more questions. I do not think Mr. Steed would, either. 

However, if you would like to have Mr. Roddy put something in 
the record, we will be glad to have it. 

Mr. Carson. I do not think we are in a position to make a record. 
We are just here to answer questions. 

If you feel the witnesses can not serve you further, then we will 
gladly withdraw. 

We cannot try our cases here. That has always been my point. 

Mr. Sreep. I wanted you to be satisfied that we had given you 
full opportunity to put into the record what you felt you needed to 
have there, as well as answering the questions that we have asked 
you. 
~ Mr. Carson. What I would like to do is to strike all of this morn- 
ing’s material out. That is what I think you should do, because we 
cannot rebut it in the time available. 

We only saw it this morning for the first time. We do not want 
to devote our trial time to dealing with this record. 

Mr. Roosrve.r. Let me put it this way, Mr. Carson, to you. The 
committee would not want to foreclose you—and we realize you are in 
trial on these matters—we will hold the record open until such time 
as possibly you have had more opportunity through your answers in 
the trial to make the answer that you would like to make as part of 
the public record here. 
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We do not insist, but if you want to do so, all right. I think that 
will be the best way to leave it, unless counsel has any more questions, 

I think we could excuse you at this point. And we thank you very 
much for your cooperation with the committee, in coming down. 

Mr. Carson. We appreciate your courtesy, Mr. Chairman. 

Mr. Roossvett. The committee will recess now until 10 o’clock 
tomorrow morning when Judge Barnes will again be with us. And, 
of course, any of you good people who care to be here tomorrow—it 
will be an open meeting—we will be glad to have you. 

The committee will stand in recess then until 10 o’clock tomorrow 
morning. 

(Whereupon, at 5:35 p. m., the committee recessed, to reconvene at 
10 a. m., Thursday, March 29, 1956.) 
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